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ABSTRACT 

The available evidence suggests the 
MDTA-Institutional program should be revamped with more reliance on 
the private sector for production and delivery of institutional 
training. In his review of eleven studies of Federal manpower 
programs, O'Neill finds that the MDTA-Insti'tut ional program, the 
oldest of the Federal training approaches, has apparently failed to 
raise the longrun earning capacity of its trainees. This program, he 
concludes, has not amounted to much more than an elaborate 
job-finding and applicant-screening program. On the other hand, the 
Job Corps^ seems to be the program which holds the most promise for 
the future. The author presents various reform possibilities 
suggested by the evidence, including voucher loans or grants for 
^training applicants other than the hard-core disadvantaged. 
Statistical tables are given to illustrate the findings. The appendi 
contains summaries of the eleven impact studies surveyed, 
(Author/DS) 
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PREFACE 



A throwing body of opinion^ cimong h?gisl<itors, high-lovnl nclministrn- 
llon ftfficinis, i\iu\ socinl scitMitists holds thiit fecl(M'nl manpower 
progrcims hnvv. not, on Iho \vhol(?, h(UMi (^ff(?c;tivo in achieving the 
objeolives (?xp(?(;t(?cl of Ihem,' This negative reaction is rofl(u:U'd 
in the President's fiscal y(?cir '1974 hudg(?l/' which proposes that most 
of th(? calegoricai manpovver»programs hi) cut and that some of th(?m 
be phiced under th(? manpowfU' rev(?nu(? sharing concept.^ Although 
spme of the decisions on funding h?vels stMnii in line) with (?vidence 
on rehitiv(? program performa^icc?, oth(?r d(?cisions (including those 
on which programs should be included in manpower revenue sharing] 
do nof. It app(?ars that specific program differences (in tcu-ms of 
both objectiv(?s and cost-effectiveness in achieving thesci objectives) 
iivi) bfMUg overlooked. ' 

One purpose? of this study is to present information on the? 
obj(?ctives, (^ff(Jc!iven(\ss and financing mechanisms of the various 
manpow(>r programs, Mop(?fully this will provide useful input for 
curriMit d(?cisions aff(?ctn\g these? programs as well as some insight 
into the probable effect of the manpower revenue sharing concept, 

IIovvev(M\ the? major purpose of 'this study is broader and more 
fundamental than hcdping with currtMit resource allocation decisions. 
U is to h(?lji provide? th(? information and analysis required to provoke 
debak? on lh(? (^ffecli veness of manpower programs compared to 
alternative approaches for achieving the same objectives, 

1 would lik(? to lliank niy twf) forinnr (:()-\v()rk(jrs at Ihn Ccmtor for Nnva/Analysis, 
Slnnlcjy Morowil/. and Arhnu? UohMi, for li(»lp, advice?, comment,^, and in,si^hts 
into all asjxicts of nianj)o\v(M' proj^rani (^valuation, In j)arlic:nlar, most of lh(» 
niatcM'ial on llu? |ob Oorps proj:;rani containeid in this Htndy vva,s tak(?n from a 
study I did jointly with Stanley Horowitz,, ['i'iif; jo}) (:or/)s: A i^ro^rnni Aj)n/y,si.s 
(itul Kvd/iMifjoii (Arlington, Va.: CjMitcjr for Naval Analysis. 1G72).| Al Fcjchtor of 
the Urban Instimii! also ummU) vny ii(dpfnl comments on an (?arly draft. 
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I'or example, consichM- the gcnicM-al prohlom of posl-high schpol 
skill acqiiisilion. Unlik(» in the ci\sv.s of the SST and other dramatic 
forms of physical capital, no extensivn and systematic discussion 
of the comparative advantages of the private and public sectors in 
financing and producing' this kind of human capital has developed 
^as government parlicijiation has grown. Almost all evaluative 
studies of manpower programs have focused only on measuring 
the benefits and costs of the (existing government programs. No one 
has raised the issue of what benefits wou/d be generated by the 
same level of expenditures if they were administered ii'LJA^ff^s^hat 
* rciduced the administrative role playcid by government agencies and 
increased the role of private sector institutions. Moreover, there 
has been no coordination (or even interaction of any kind] between 
discussions of manpower training program organization, perform- 
ance, and funding, on the one hand, and discussions of other federal 
programs that have similar objectives and purposes, on the other. 
In the latter category are, for example, the Educational Entitlements 
Program (GI Bill] for veterans, the federal grant-in-aid program for 
state vocational education systems, and the various student a|d 
programs for education beyond the high school level. ' 

A similar situation exists with regard to other problem areas 
where manpower programs have been used. Job-creation programs 
such as the Public Employment Program are usually discussed 
exclusively in terms of whether or not the unemployment level 
is high enough to justify their existence. Almost completely absent 
from the public debate is the question of the relative efficiency of 
the public employment approach versus alternative policy measures 
for mitigating the burdens of unemployment. 

It is hoped that this study will contribute to a discussion of these 
issues and aid in evaluating the entire federal effort in the human 
resource area, • 
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THE FEDERAL GOVERNMENT 
AND MANPOWER 



I. SUMMARY OF FINDINGS AND CONCLUSIONS 

General. Tlui r(u;(?nt i)roi)()s( I nHluctions in funds and rcorganizntion 
of Iwo key manpower prot^rams — MDTA-Institulional (dstablisluMl 
undcM' Ww ManiK)\v(ir D'JV(?lc)j}nuint and Trainin^q Act of 1902] and th(? 
Job Corps — do not app(?ar to b(! closely related to the evidence on 
\hv. rcdalive costs and b(?nefils of thes(? two j)ro^ram,s and on the? 
inc:en(ives facility trainees and adminis(rator,s. In some rcs{)(»cts 
reccMit budf^et and ort^ani/alional fl(?f:isions run counttn' to what the 
available t?vidence su^^^ests might b-,^ tlu? most effective? investment 
of fe(l(?ral effort. This is i)articularly true of the relatively steep 
cutback in the nund)(!r of )ob Corps train(M?,s and the? decision to 
p]ac{> ' D'lVX-Instituliona] funds in the? local rev(?nue sharing channel. 

MD . A-Institutional. Tlu? institutional program has had only^hort- 

run (d'fects on incr(?a.sing []w (earnings of traint?es. It has lielped to 
r(Hluc(? th(? duration of un(?mploymen t associated with moving from 
oni) job to another. In (dlect, lh(? VIDTA-Institutional "training" 
l)rogram has not amount(ul to much more than nn elaborate job- 
finding and aj)plicant-screening j)rogram. 

Cood (?vid(Mice of any significant (?ff(M;ts on long-run earning 
capacity variabh?s, such as hourly wage? rat(3 or occupational status, 
is lacking. Althouglr^^onu? (ivaluativ(? studi(?s c:lnim to have found 
long-run effecls, olhcu'S have not. However Ihe (piajily of the studies 
unfavorabhi to ihv. program is superior to those that are favorable. 
On balance th(? w(Mght of [ho (?vid(Mic(? app(?ars unfavoirable to the 
program. 

Moroov(?r, even if the higher b*»nefi (-to-cost ratios of the more 
optimistic evaluations wv.vv. ao(;(?pted, th(; virtual total reliance of 
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ihv. pvogiiiiu on vocalional odiici^fion fcK:iliti(?s (n provide? 

[riunin*^ ni(.'ans i1kj( aKiniriaiici^ witli /h>vv tlu^ pri\'(itr. svctor migJil 
perform in ihis rnla is lolally lacUin^. Thn bonnfil-lo-cost ratios 
niij^lil turn oiil If) hji cvon hif^luir if iho ^^ovornnioiil rostrictod its 
input Ic) financing (he (rainin^^ (pcrliajis via sonu? form of vouch(?r] 
and allowtul llui private sector to pcrlorin the? training. 

On tin? basis of a priori anhlysis of th(» incnn lives facing admin- 
istrators and cnrolhu?s in the? MDTA-Ins. itutional program, morv. 
rfdiancf on du^ {)nvalc sector to produce? and (]oliv(?r training 
appears to offer significant pot(?ntial f()r increasing benefits and 
reducing costs. I' or nondisadvanlagtMl MDTA-Instilutional appli- 
cants, tluM'(? is no reasonable: justification for the? governm(?nl to both 
finance and j)roducf? in-house, highly occupation-sp(?cific vof:a(ionnI- 
technical training that is ge^KJraUy available in private schools. A 
v/oucher-type a{)proach for this group is strongly urgtid. 

I-'or th(? hard-core disadvantaged applicant, lunvevtjr, the govern- 
ment probably should do more than just finance training. It should 
also r(?tain control ovtu- the tmtire training packagt?, including 
supportive services. Hut even for th(? purpose? of S(?rving this dis- 
advantag(?d group, the (?xisling MDTA-Ipslitulional training procurc^- 
m(?nl sysl(?m should hv. overhauled, shifting to, or at least experi- 
menting with, the type of procurenK?nt system used by the? Job Cnrj)s. 

Rtjvenue sharing, in the case of the MDTA-Institulional program, 
is unlikely to produce mort?^ rational allocation of resourc(?s among 
various typ(?s of training and occupational skills. Under the present 
so-call(j(l '■f:at(igorica] fundmg" syskaii, local administrators alr(\'idy 
have consid(?rabh? l(?evvay in such (h?cisions. The? evidence? surv(?ye(l 
indicat(?s they are doing a poor job as it is. There is littht reason 
lo beli(?ve ibat th(?y would do better with more discr(?ti()n, 

Job Corps. Th(?re is some? (but not overwhelming) evid(?nf:e (o show 
that job Corps experi(?nc(? has a positive effect on (?arning capacity 
and on attitudes of enrollees. Studies to d(?termine thf? economic 
value of nonec:onoinic post-p^^ogram benefits, suf:h as refluced crime 
rates and increas(?d family stability, arc? ne(?de(l. 

Given a meaningful definition of costs per enrollet?,' the |ob 
Corps appears su])orior,Jn benfifit-cost terms, to other po.^sihle 
apprna<dies such as MDTA skills centers for training severely dis- 
advantaged youth. 

Th(?re is no evidence to show that tlie new Resid(?ntial Man- 
povv(?r Cent(?rs, introduced in 1969 as an alternative to the rural 
Civilian Conservation Centers and so-called Urban Centers, have 
been more cost-effective than the latt(?r two types of training 
facilities. 
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It would appear from the data that the funding levels for the 
male youth program are about^dequate. However, the female youth 
program may well require increased funding. The administration's 
budget proposals for fiscal year 1974 severely downgrade the Job 
Corps, although it is the program which holds the most promise 
for disadvantaged youth. 

11. MAJOR MANPOWER PROGRAMS 

Before getting into detailed analysis of the MDTA-Institutional 
program and the Job Corps, it will be useful to try to place these two 
programs in perspective. To this end, a brief description of the 
major manpower programs and a discussion of the funding levels and 
organizational changes proposed in the fiscal year 1974 budget are 
sel forth here. 

The purpose of federal manpower programs has always been 
to help various distressed groups^ by improving their 'access to jobs 
and job-related s§tXJlces. Initially the situation was fairly straight- 
forward with only one group being served — technologically displaced 
workers in depressed areas — and only one major type of program 
service being provided — skill training in formal classrooms.' How- 
ever, the situation has become much more complicated over time as a 
wide variety of distressed groups have come to be served, and a 
number of quite, different program services developed. 

Three agencies have been involved over the years: the Depart- 
ment of Labor (DOL], the Department of Health, Education and 
Welfare* (HEW), and the Office of Economic Opportunity (OEO). 
At present almost all adniinistrative responsibility is concentrated 
in the Manpower Administration of DOL. Perhaps the best way to 
sort out the various programs is via a brief historical narrative, 
during which we will develop a distinction between manpov«er 
training programs^.and manpower job-creotion programs. 

Training Programs. "The earliest federally funded manpower training 
programs were initiated under the Area Redevelopment Act,[ARA] 
in the late 1950s. ^ The major element of these programs was 
''institutional" training [that is, in a formal classroom rather than 
on the job) in various vocational-technical skills, combined with 
post-training relocation assistance (if necessary] ^nd the job place- 
ment services of the local public employment service. As originally 
conceived, this early effort was aimed pri^narily at helping otherwise 
self-sufficient workers adjust to sudden large shifts in demand in 
specific labor markets. 
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. In 1962, thn federal manpower effort was reorganized by means 
of Uie )Ilahp6\vor Development and Training Act (MDTA], This act 
(including subsequent amendments) expanded the scope of man- 
power^ program^ in two basic ways. First, the objective of the 
manpower training programs was broadened from just helping 
retrain technologically displaced workers io include training in 
order'to fill the "skill shortages'' that develop in periods of prosperity 
and excess demand and to irnprove long-run earning capacity, 
especially of low-productivity disadvantaged workers. Seconds pro- 
grcim approaches were extended lo include on-the-job training (OJT) 
as well as formal training in classroom situations. Provision was 
also made for giving classes in basic formal education whenever 
the worker's lack of preparation required it." 

r As the pace of economic recovery, mounted following the 1963 
tax cut, the rate of unemployment began to fall more rapidly and 
the job situation of nondisadvaritaged workers in the labor force 
began to improve dramatically. With these developments, both 
general public policy and manpower policy focused more and more 
on the problems of "hard-core'' disadvantaged groups, such as out-of- 
school and out-of-work youth and the growing number of female 
welfare recipients in the Aid for Dependent Children [AFDC) pro- 
gram. New elements were added lo the MDTA-Institutional program 
in an attempt to better accorhmodate the most disadvantaged 
applicant.-' Also, in 1968, the greater part of the MDTA-OJT program 
was redesigned into the **JOBS'' program, which was then mandated 
to focus on the disadvantaged and to avoid "creaming" among 
applicants/* 

In addition lo these modifications of existing manpower pro- 
grams^, totally new programs began to appear in the mid-lJ60s. The 
Work Incentive Program (WIN) w^as established by the 1967 arnend- 
ments to Title IV of the Social Security Act. (These amendments also 
sought to provide a direct work incentive by exempting one-third of 
earnings from the welfare payments deduction.]^ WI^I's purpose 
is to provide a* broad range of manpower and related^ services to 
recipients of aid under the AFDC program in the hope^^gf 'increasing 
their earning capatilies to self-supporting levels. 

. Tne Job Corps program for youth aged 16-21 was created by 
the 1964 Economic Opportunity Act. It was administered by OEO 
until mid-1969, when responsibility was shifted to DOL. Although 
disadvantaged young people had always been a major concern 
of manpower policy, the Job Corps program was especially designed 
to serve the most "disadvantaged of the disadvantaged.'' It is 
esseijtially a residential program aimed at removing youth from the* 
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chimaging effects of deprivod family and iHMghhorhood environments 
while adminislering hasie odiicalional and \ ocnlionnl-lechniiial train- 
ing services. ' ■ i 

Job-Creation Programs. 'The Neighhorhood Youth Corps (NYC) and 
Operation Mainstream (OM) were the ea^rliest of the job-creation 
manpower programs. The I'liblic Hmploymenl Program (PEP), 
authorized by the Emergency I'imploymenl AvA of lC6n, is the most 
recent addition to this catQgory.,^, 

In the NYC program young pt^oplo are placed at ."work sites" 
created by various local public and'private nonprofit organizations. 
Uncler OM, older persons with records of very long-term unemploy- 
ment are placed in jobs created by local government agencies with 
funds provided by the program. The jobs created must relate to beau- 
tifying the local environment in some way. Finally, under the PEP, 
surprisingly varied categories of persons (disadvantaged, veterans, 
unemployed aerospace workers, et cetera) are placed in public service 
jobs created by state and local government agencies. The federal 
funds received undcM' PEP are mol earmarked for specific kinds 
of public service as they are in the OM programs. 

Proposed Fiscal Year 1974 Manpower Spending. Table 1 shows data 
on manpower program outlays from the President's fiscal 1974 budget ' 
message. It covers the program categories 'just described as well 
as some others that the Office of Management and Budget includes 
in its definition of the manpower sector. 

On balance, for the entire manpower sector delineated in 
Table 1, the President's proposed fiscal year 1974 budget implies a 
cut of about 23 percent from Ihe fiscal -year 1G73 level. Just how 
this overall cut would be distributed among the various categorical 
programs is fdear in advance only, for the federally administered 
programs jioL inc*luded in revenue sharing — PE]^ Job Corps, WIN 
and JOBS.'' For the others, actual funding levels are the combined 
^ result of independent a^locaiion decisions made in numerous local 
planning units throughout the country. 

Are the administration's proposed categorical cuts in line with 
relative program costs and benefits? How should local government 
officials allocate their revenue-shared funds among the various 
options at their disposal? How should they administer the various 
categorical programs they choose to fund? Can we expect the shift 
to manpower revenue sharing in itself to contribute to improvement 
in overall manpower program performance? This study seeks to 
help provide answers for these pressing policy questions. 
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ESTIMATFD OUTLAYS ON FEDERAL MANPOWER PROGRAMS 
BY TYPE OF PROGRAM, FOR FISCAL YEARS 1973 AND 1974 

{$ millions) 

Fiscal Year Fiscal Year 



Program Category 1973 1974 

Special Manpower Revenue Sharing (SMRS) — 943 

Training Programs 

MDTA-Instftutional 393 SMRS 

Job Corps 177 111 

JOBS ' 92 96 

Veteran's OJT and other programs 260 287 

JOBS Optional, Public Service Careers (CEP) 171 SMRS 

Job-creation Programs 

Public Employment Programs 1.088 574 

Neighborhood Youth Corps (all programs) 407 SMRS 

Operation Mainstream 82 SMRS 

Other specified job-creation f> 61 SMRS 

Other not specified 119 128 

Work Incentive Program 

Trammg 320 381 

Job-creation 70 102 

Child Care (employment related only) 517 582 

Vocational Rehabilitation 756 824 

Labor Market Services 578 588 

Program Direction, Research and Support 205 192 

Total 5,296 4,808 



a Inclucies institutional training under th*:^ Concentrated Employment Piogram (CEP), 
b CEP and Public Serviije Careers. 

Source: Special Analyses ol the Budget of the United States Government. Fiscal 
Year 1974, Part 21, "Federal Manpower Programs/' pp. 119-135. 

Plan of tho Study, 'rim lollowint^ stMitioiis prns(?nt an (^valualion of 
two institutional training programs. [\\v. MiyrA-lnstitutional program 
and [\\v. ]ol) (^orj)S, Although ihcst? two ])rograms arc; similar in that 
they hoth w^v. lormal nou-O)'!' sc^ttings, tlu^y have strikingly diffnrtmt 
Forms of administrative organization for relating national and local 
on-silt? progi'am luanagiM's. 

Section 111 (h^als with the MDTA-lnstitulional program. It 
reviews th(? traditional kind of cvaluativf? evidence in this area — 
(?m])iri(:al fo) low-up studies thai sock lo nujasure |)rogram imparjt 
on lifcjtinK? (earnings hy utilizing various statistical control-group 
method()l()gi(;s of imv. kind or antUher. An attempt is made to 
measure? the? (:()st-(?ffcctiv(?ness of alternative procurcnnnnt strategies, 



relying nlniosl exclusively on a priori analysis of the incentives 
facing program adminislralors and enrolleos in the currcMil program. 
The section conclucles vvilll a brief analysis of the possible benefits 
and costs to be derived from placing MIJ TA-Inslitiitional funds in a 
revenue sharing pot. . 

Section IV deals vi^ith the Job Corps program. It sketches the 
nature of the program, analyzes significant internal developments 
and changes in recent years, and examines the existing empirical 
evidence on the overall impact of the Job Corps on post-program 
earnings and other characteristics of enrollees. Data on program 
costs are also presented and analyzed. An attempt is made to shed 
some, light on the perennial question: Is the Job Corps really so 
costly relative to benefits produced as to have precluded its extension 
to a greater fraction of disadvantaged youth? 

The study concludes by relating our findings to the Nixon 
administration's treatment of the MDTA and Job Corps programs 
in the fiscal year 1974 budget proposal. 

III. THE MDTA-INSTITUTIONAL PROGRAM 

Measuring Program Impact on Earnings. In this section v^e review 
■ and evaluate evidence bearing on the question: Has the MDTA- 
Institutional program had a significant impact on the post-program 
earning capacity of its enrollees? This is probably the single most 
important criterion for judging the program. Noneconumic post- 
program impacts of manpower training programs are always being 
stressed (for example, reduction in social costs associated with 
reduced criminal behavior of enrollees after they leave the program). 
But these are surely of less significance for the MDTA-Instilutional 
program than they are for programs like the Job Corps and NYC, 
which focus almost exclusively on targel^populations with high pre- 
program crime propensities. 

A significant earning capacity effect is a prerequisite for expect- 
ing the program to have significant impact on the various macro- 
•tt policy variables of conqern, such as the aggregate unemployment 
rate and the number of families in poverty. However, it is important 
to note here thatr^lJie precise connection between a vocational- 
technical training program such as MDTA-Institutional,and a macro- 
variable such as the aggregate unemployment rate is not as simple 
and direct as it might first appear. 

The main point to recognize is that the program could be 
highly successful in terms of raising the lifetime earning capacity 
of the enrollees, and yet have little or no effect on measured un- 
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employment nilcisJ Suppose, lor excimple, thai the program worked, 
essentially, by enabling individuals to enter occupational , areas 
paying a higher lifetime income than they would have obtained 
in their pre-training occupations (for example, fr^om stock boy to" 
automobile mechanic]. Would this 'kind of occupational up/grading, 
essentially within Ihe nonprofessional slruta, be associated with 
higher employment stability? Maybe, but it is not obvious. Many 
high-paying technicnl and blue collar occupations ore in industries 
that axperienco Inrge cyclical, seasonal, and structural disturbances. 
There are also a lot of ''dead-end" 'jobs vvhich have stable' de- 
mands (for example, grocery store clerk). One can argue that 
low-level occupations lend to be associated with chronic quitting 
[because of the boredom, el cetera), but there are important forces 
working in opposite directions and the net':outcome on measured 
unemployment is' not obvious. 

This uncertainty disappears if wo conclude thatMhe programs 
have not raised earning capacity. The overall conclusion of our 
survey of the existing impact studies is Inrgely a negative one: tHe 
program has probably not done much to raise post-program earning 
capacity. . - ~ — 

However, ci Inrge subjective element must perforce enter into 
any kind of broad judgment such as the foregoing one. Set out 
below are the landings of existing research, including a brief critique- 
of the conclusions of Jon Goldstein's recent survey study.^ ThisJ is 
followed by an analysis of the program's administrative organization 
that does not rely on empirical measurement; It provides some 
complementary evidence as lo.why the MDTA-inslilulional program 
provided no significnnt impact. 

Ground Rules Guiding the Survey. Since its inception, in 1962, 
the MDTA-Institutional program has been the '.^subject of an 
avahinche of "evaluation" studies. In many of these, however, the 
term "evaluation" in (he title refers, to the problem of^ making 
sure that the local operating people actually running the program are 
in.fact observing various rules, regulations, and guidelines 'set down 
by the federal administration in Washington, Th'ese management 
studies usually provide insight into the details of the. administrative 
workings of the program." But they do not shed much light on the 
overall performance of the program.' - , 

There are, however, a substantial number of evaluations that 
attempt to measure the program's impact on the earning capacity 
of the individual participants. Although they vary- tremendously 
in terms of quality of data.and statistical methodology, all attempt 
to measure the change in the lifetime earning capacity of the average 
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progrnm pnrlicipiinl Ihnl is uniciiioly iiUrilnilabh^ to his parlicipnlion 
in [he prcigi'jim. in vvhnl follows, (i(UJiilc?d doscriplions nnd criliquns 
nrn jircsc.'nku] for fiv(i of llu? (,'v;jluaUon .studies." Two of lh(Mii, ihc 
Horns nnd Hardin study'* ;ind Iho Ralph Smith study,' hav(? been 
singlod out Inuuiusc thnir findings hnv(^ bcinn dissominatod and citcnl 
by suppor[(?rs of uxisliug mnnpowcM" pr[)gnims. Hoth roport significant 
posl-prognun (ifftnits on naming capacity, but both suffnr from 
s(MMous Haws in (?itluM' data (junlity or slaiislical mnthodology, 

Tht^ o[hi]v thrtu^ s Indites rcMTiaining from the total of olnvnn 
surveyed rcccnvtui [hv. highest marks on th(? basis of two crit(M'ia 
employed hen^; (I) (:ompr(di(Misiv(Mi(?ss and cjuality of data and 
[2] soundnt^ss of the statistical nuUhodology used to control for 
tlu^ inlluencc^s of "othtM' factors" on the observed pre- to posl-training 
j)eriod changes in Iht^ earnings of program participants/ The most 
in\^)ortant "other factors" were aging and experience!, changes in 
la-Htj^l' mark(^t ct)nditions, and .e(:onomy-\^ ;d(? trends in productivity. 

TUe Borus-Hardin and Smith Studies, Although restricted to pro- 
grams in Micddgan. \\u) w( ill- known study by Horus and Hardin had 
a reasonably largii sainph? of individuals (7B4, including 503 trainees 
and 28 1 uon trainecis] and a very good experimental design in tcirms 
of sampler selection and procedures used to obtain a similar com- 
parison group of Montrain(i(?s. They used the "no-show" method 
in whi(di individuals who signed up for coursers and then did not 
show up wv.vv. trackcul down and used as a comparison group of 
nonlrainees. In addilion, Horus and Mardin obtaincul a large amount 
of information on (^a(di individual: (darnings, employment status? 
and occupation prior to (uirolling, relevant jKU'sonal (diaracleristics 
(ag(\ s(ix. yc^ars of sch(K)l ccjmpleted, (M cetera], and information on 
earinngs in th(i 1H months following program lerndnation. 

Thcdr major favorable finding was that overt/// (in other words. 
avtM'aging all c(^mparison groups btUwetni trainetis and nonlraine(?s] 
the program raistul earnings by S2'i0 (about 10 pcM'cenl)/' (Wc! vepvo- 
{\uc(] as Tabhi 2 thtur Tabic- 5 vvhi'.di compares the gro.ss earnings 
change bfMwecin trainees and n(Mitraine(\s.) This lavornble finding 
is not very rtdiabh?, unfortunaltdy, b(»cause significant differences 
botW(MMi th(? traincM: and nontrainee groups (^xisl. Nowhere in Iheir 
stvuly did th(? authors come to grips with th(^se difftn-ences. 

Their Tahh? 4 (pag(i 82 of thtdr study] indicates that the no-show 
comparison group [ihv. "non(raine(Js" in our Table 2] had higher 
average? annua! earnings for th(? yoiw before^ the program f$360 higher] 
than did the Irainee^s. Tht? sanu» table shows that the percentage 
who had jobs, at the time of appli(^>ation was higher for th(? no-show 
group. 
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Table 2 

AVERAGE GAIN IN ANNUAL EARNINGS 
(1963-1966) 





Average Gain in Annual Earnings 


Sample Size 


Class Length 






Trainees 




in Hours 




Non- 


less non- 


Non- 


Per Enrollee 


Trainees 


trainees 


trainees 


Trainees trainees 


60-200 


$1,483 


'$ 657 


$826 


' 150 79 


201-600 


1.232 


1,127 


105 


204 111 


60M,200 


2,253 


2,108 


145 


75 45 


1.201-1,920 


t,673 


2,081 


-408 


74 46 * 


All lengths 


1,524 


1,308 


216 


503 281 



Source: Borus and Hardin, Benefits and Costs of Retraining Courses, p. 94, Table 5. 



But, giv(?n that their pre- to post-period spanned a period of 
cyclical recovery, this is an extremely important difference to 
control for. We would clearly expect a greater change in earnings 
over this period for individuals v^ho had become unemployed in the 
(lov^^nturn than for those who had not. 

Moreover, 13orus and Hardin even prescMit direct evidence in 
their own datci for this "cyclical expansion effect." They present a 
multiple regression equation (see their study, page 113] which shews 
that for every dollar more of pre-program annual earnings, the gain 
in annual earnings (pre- to post-) was 72 cents less. If we multiply 
the nontrainee-trainee differential in the pre-program annual earnings 
level of $366 by .72 ( $263), we more than account for the difference 
of $216 in the average gain reported in their Table 5. 

One can go through the Borus-Hardin study with a fine-tooth 
comb and not find a straightforward multiple regression equation 
in which a simple dummy variable is used to designate trainee- 
nontraiiioe status and which also includes a variable measuring 
the level of pre-program earnings (with the change in annual earnings 
pre- to post- the dependent variable). The one multiple regression 
equation they exhibit in the text contains only interaction dummy 
variables that seek to estimate how the effect of the program varies 
with age, sex, length of training course, et cetera. The reader is left 
to accept on faith lhal when a "simple" (noninteraction) multiple 
regression is run, the ^.raining status dummy variable will show a net 
coefficient on earnings gain of approximately $216, 

This is. too significant an issue* to accept on faith, especially 
when one notes that the other main finding of the Borus-Hardin 
study, wdiich is also Mllustraled in Table 2, is that the amount of 
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the prog^-nm's effect (alls with increased hingth of training course 
attended. The authors devote much of their study to trying to 
raliont'ilizo (his p(?rversc; finding. Thus, despite their widespread 
citation, the findings of the Borus-Hardin study are highly suspect. 

Ralph Smith's study also concluded that MDTA-Institutional had 
a significant post-program effect. Smith's study is .cited by Jon 
Goldstein in his survey study as the most reliable of all the nation- 
wide studies. 

Smith's study contains no original survey data. The only data 
is the r(?gularly published, internal program data on the employment 
status of former enrollees six months after termination. This data 
set is limited to completers and also contains pre- to post-program 
v^age rates for a very select group of those completers — those who 
were vATiployad at the tim^.of. a mailed follow-up questionnaire. 
Excluded are all noncompleters and those completers who were 
either unemployed or out of the labor force at the time of the 
follow-up. His method of estimating what Ihe pre- to post-period 
change in wage rates of the trainees would have been in the abserfce 
of training is to assume that it would have equalled the observed 
percentage change in average gross hourly earnings of nonagricul- 
tural employees (6.3 percent in 1968). 

A number of other nationwide evaluative studies, similar to 
Smith's, also did not obtain any detailed data on comparable groups 
of nontrainees.^' These studies are somewhat more reliable than 
Smith's in that they have much more comprehensive coverage of 
program participants. However, the basic problem with not having 
detailed information on a comparable group is that there is no 
reason to expect that the temporal pattern of earnings change for 
some atypical group like MDTA enrollees would be similar to some 
broad aggregate like average hourly earnings of all civilian wage 
and salary workers. There are many reasons, however, to expect 
(hat the cohort specific patterp would br much more volatile over 
lime. The effects of factors like age change, location change, 



The Main, Farber, and Prescott Studies. Each of these studies used 
a data base which covered MDTA-Institutional program operations 
throughout the country. They also had explicit data on groups of 
individuals who were similar to the trained group in many respects, 
but who did not participate in the MDTA program. 

The Main study, which was the first of the three to be completed, 
has richly detailed data on all aspects of earning experience during 
the post-program period (wage rates, employment rates, and type 
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of occupation). It also uscis llu? host ^statisti'^al methodology for 
collecting data on a comjKirahle group and then running multivariate 
analysis to control for residual diffcrcnccis hetwecMi trainees and 
n on trainees. However, it suffers somewhat from having a follow-up 
period of only one-and-a-half years. 

The Farher study, which covers traint^es in hoth 1904 and 1908, 
has (jxlensive coverage for the time dinKMision — five years of pre- 
l^rogram earnings and five years (for the 19G4 trainee group] of 
post-program earning experience. However, it differs from the 
Main study in that only the limited earnings information in the 
Summary learnings Recqrd [SVAl] fihi of the Social Security Adminis- 
tration (SSA) was available to him (in other, words, . he cannot 
f^stinguish wage rates and employment rates], l-arher's statistical 
mcdhodology for implementing thcJ experimental control comjDarisons 
is much weaker than Main's. The Presfiott study, which also used 
SSA data, had better comparison group data than that used by 
l-'arber, but fewer year,s of pre- and jDost-program (j.arning exjDcrience 
and (he control group-traine(^ grouj) comjiarison is marr^ul by lack of 
complete control for differences between them. 

The Main Study. Main's survey,' which covered trainees who 
enrolled in the MDTA-Institutional program during fiscal yoar 19(55, 
was the first nationwide follow-up evaluation of the program. He 
interviewed '1:197 previous trainees' in forty-nine sample areas 
throughout the country. Data on liost-jirogram wage rates, employ- 
ment experience, and occujDations were obtained for both these 
(rainetJS and a comjnirison group of 1,060 nontrainees. The compari- 
son group was buiit by the "snowbair' nKJthod, under which ciach 
individual in the trainee? group is asked for five or six names of 
peer-group friends. Thi,s list is then used to obtain a sample of 
similar indi\iduals who did not ]:)artici|Kite in the program. 

Main is very explicit in pointing out that this snowball method, 
although probably yielding a similar groujD, is still nonexperimental. 
]'urthermore. significant differences in characteristics relating lo 
earning cajKicity can exist between trainees and nontrainees. In 
order lo adjust for these jDossible differences, Main applied standard 
multiple rcgressi(5n techniques to his 2,258 individual observations.'" 

Separate multiple regressions were used to measure the effects 
.on wage rates and on employment- rates. As we mentioned above, 
distinguishing thesV^ two components of the earning impact is impor- 
tant in order to conjecture how far intu the future lo extrapolate 
the observed earning differentials. Employment rate effects without 
concomitant wage-rate effects are likely lo be short run and probably 
would not persist much beyond the immediate post-program period.^*' 
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Mnin's key fiiuling w.'us llinl hif; niulliplo r(\t>r(?ssi()n c'lnalysis, in 
wliicli (liff(M'CMu;(!,s h(?t\v(u:a trc'iin(?(?s and nonlrain(U»s iwv. conlrolhid, 
sho\V(u] no sl.'itistically sionificc'int (?ff(i(;t of lh() prot^ram o^i \Vc'^q(? 
ral(j,s. I Io\v(?v(M', hv. did find a significant jiroj^rani (^ff(?(:t on (Mnjiloy- 
m(?nt duralion: a nr.\ dHdhI of 15 p(M'(;(?n( for (hci months (iniploycKl 
full linuj diirint^ tlui iiost-jiro^rani jicM'iod. 

iMnally, Main found thai vvluMi analy/.(Ml [hv. v.WvxA of diljiir- 
oncns in length and tyi7(^ of training ivil/iin th(j traincu^ grou|). Ik? could 
not isolate? any (liff(jrcj]fi(<l (?ff(?(:t. This finding, in conjunction with 
that of no vvag(?-rat(? (d'fcct, lod Main to a j}(?ssiniisti(: conclusion ahout 
program impact. 

^y^The Farfeer Study: This study (:ov(?rs two groups of train(?cs: 
all thcW-nitcuuTrng during two cahmdar yt?ars, '1904 and lOOO. Karn- 
ings information from ihr. SSA's SKR file was o[)tain(M! for a five-year 
period prior to training for bolh groups, for a fivo-ycjar post-training 
pcM'iod for the IHfM grouji, and for a two-y(?ar |)ost-training |)(?nod 
for the 'HlfiB group. Thv. SMR fih^ jjrovidos (earnings information 
on all individuals who worked in covcu'cd (Muploynuint, In Ihe SMR 
fil(j a singh? amount is rt^iiortefi^lVjr the y(?ar, and only covered (darn- 
ings uj) to llud maximum taxable und(?r Social S(u:urity arc? rejiortcul. 
Tlie only (due to (?nij))(jyment du/vilion in (h(? SMR file is that given by 
a codtj which shows wh(dher lh(^ individual had 350 or more of 
taxable (Jarnings in a (piart(M\ 

The SKR fih^ (\ss(mi tially |)rovid(?d Isirbcn' with (estimates of 
total annual (Earnings for all th(? MDT.A lraine(?s who had covertMl 
employment during th(? i)r(j- nnd post-training (?xperience.''^ Farhcr 
tluMi S(dect(jd a comparison group from tlie SSA's 1 jjcrcent Con- 
tinuous Work Mistory Sample (CWllS) fihj. This file contains much 
more? detail(?d cpiartc?rly (?arnings 'infornlation and also allows for 
identification of tluj individual's ag(\ raccj, and S(Jx. r\'irbcr attcnnptcjd 
to make his comparison group similar to his train(?e group by 
matching them on ag(j, S(jx, color, and bolh the level and pattcjrn of 
reported annual (Jarnings during the five-year prc-jirogram period. 

I''arb(M' th(Mi computcnl chang(JS betwcujn pre- and post-pcjriods 
in the avcn-age annual earnings of both the trainees and the com- 
parison group. ThcMi the difforcncc between' these? changes (trainecjs 
minus nontraincM^s] was coMiputed as an Indicator of the program's 
long-run im[)act on earnings. These differences are shown in' Table 3. 

Thus, only for femah^s in the 1964 group is [he, diiectidn of the 
effect vA'Cn favorable. If one accepis Farb(M''s data and methods, 
one would conclude that the MDTA-lnstitutional program is having, 
on the average, no effect on the long-run (jarning capacity of the 
program participants. 



Table 3 

ABSOLUTE DIFFERENCiES BETWEEN CHANGES IN AVERAGE 
ANNUAL EARNINGS FROM PRE- TO POST-TRAINING PERIOD 
(Trainees minus nontrainees, by sex and color) 







Male 


Female 




White B'ack 


White 


Black 


MDTA-lnstitutional, 1964 


' -$252 -$ 8 


$ 16 


$164 


MDTA-Instltutional, 1968 


- 756 , . - 372 


- 368 


- 364 


t 

Source: Farber, "Changes in 


1 

Earnings of Participants, 


internal staff 


paper of the 



Manpower Adminislration. 

Farber'sclnla nnd finding^ have stirred considerable controversy, 
and it is important to point out the more obvious areas for reasonable 
dispute. One very important problem with the data, as originally 
presented by Farber, relater to (he limited amount of information 
on personal characteristics available to him on the CWHS file. 
He could only "match" the comparison group to trainees on age, 
sex, race, and level and pattern of earnings in the p re-training period. 
This might appear, t't first, to be a fairly good control group proce- 
dure. However, if one focuses only on the age group (hat would 
have been in the fornVal school attendance age range during the pre- 
program five-year period (in other words, January 1958-December 
J 963), then it becomes apparent that n serious source of bias against 
finding an effect is at work in Farber's data. While individuals are 
enrol 1(k1 in schGo\ their r(?ported earning levels and changes in levels 
will h(i far below their long-run patterns. But, Farber uses pre- 
program-period reported earnings to select his "matched" comparison 
group. Thus his methodology implicitly assumes that, as groups, 
both MDTA participants and [hv. individuals in the CWHS file have 
the same educational attainment lev(?ls. Rut surely this is not a valid 
assumption given \hv. general socioeconomic background levels of 
MDTA enrollees. 

it is highly lik(?iy that Farb(M''s "matched" group for this specific 
age group contains more educated individuals than his trainee group 
does. But these individuals would be expected to have much higher 
rales of growth in earnings from pre- to j)ost-program periods than 
the trainee group would, both on account of their greater; investment 
in human capital and natural ability. 

Is this source of bias strong enough to turn Farber's finding of 
no effects into one of positive significant effects of MDTA-lnstitu- 
tional training? Preliminary results of a reanalysis of Farber's data, 
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in vvhii:h the pro- to posl-period change in earnings comparison was 
rcslricled to those individuals who were old enough in 1964 to be 
beyond the formal school age range during 1958-1963, still showed 
no effect of institutional training.^*' 

Another, perhaps more serious problem with Farber's method 
of selecting a comparison group is related to the way individuals 
apply and are selected for the MDT/^ Institutional program. In 1964, 
before the Manpower Administration's 1966 directive ordering that 
65 percent of the j^Iots be filled with "disadvantaged" individuals, 
the selection criteria' for allocating slots to individuals was that they 
be "unemployed or underemployed." MDTA section 202, part (d] 
states that: 

Although priority in referral for training shall be 
extended to unemployed persons, the Secretary of Labor 
shall, to the maximum extent possible, also refer other 
persons qualified for training programs which will enable 
them to acquire needed skills. Priority in referral for train- 
ing shall also be exlendec] to persons to be trained- for skills 
needed within, first, the labor market area in which they 
reside, and, second, within the State of their residence. 
(Emphasis added.] v 

Given this situation, it creates the possibility thai Farber's 
comparison group couiains, vvit/un an age, sex, color, pre-program- 
period earning level, and pre-program-period earning pattern group, 
a somewhat lower percentage of individuals who have just experi- 
enced serious job loss situations than m the trainee group. Some 
analysts think this is a strong possibility. Others do not feel as 
strongly about the likelihood. It could be that, on the average, over 
the ten-year pre- to post-period, the number of spells of involuntary 
unemployment experienced per individual is about the same in the 
trainee group and in Farber's comparison groyp. Only additional 
evidence can be convincing on this point. ^ 

The PrescoU Study. PrescoU's study, like Faroer's, is based on 
the idea of linking program data on trainees with information 
on their pre- and post-training period earning experience contained 
in the Social Security files. Prescott's sample of trainees went 
through the program during 1968. He obtained Social Security data 
on their 1966 (pre-programj reported earnings and on their 1969 
-and 1970 earnings (post-program). 

PrescoU appeared at first to have made a significant improve- 
ment over Farber in that the source of his comparison group was 
the Manpower .Administration's enrollee files. These are rich in 
personal characteristics data. Prescott identified individuals- who 
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[1] hiul iippliocl To, [ho MnTA-lnslitutional program, [2] hml b(HMi 
assigiKid a j)arli(:iilcir Irc'iinin^ .slot and had (?xpro,sso(l 'aj.(h?,sirn (o 
l^articipatci. and [:\] VA[hc.v had not shown up at all ("no-s]fofvs"y 
or had droj^jjiid oiil al'tcM' th(? first f(!W days. 

Th(>s(j no-shows and V(!ry (larly dropouts fornKJcl Pr(?s(:ott's 
non(Mirollo(; (:omj)aris()n f^roup. l^rtiscott th(?n machi a comparison 
of th(? av(?rag(? f:hang(; in r(!porl(?d (earnings (pr(i- to post-program 
p(M'i()(ls) b(!tw(H?n th(? (inrolhu? and noncMirolloo groups. Bofon? making 
this (:omi)arison, Frtjscott s(?hu;t(?(l his (Mirolhu; and noncjnrollnc? 
groups so that th(?y w(m'(i matchod on tlni following .charactoristics: 
ng(!, sex, color, family status, goographic localo, occujiation, skill, 
and training. naw(;v(M', som(?what in(?xpli{:al)ly . h(; did nnl match on 
(Mlhdr years of formal schooling or on jirc-program (Mrning lcv(?l. 

Tabid 4 j)r(?s(inls ]^r(?s(:oirs data on Ihc earnings of MDTA- 
Institutional (inrolhuis and noncnrolhuis in th(? prv.- and i)ost-])rogram 
p(?ri()ds, rvlotd that th(! hivnl of ])r(i-trnining ciarnings of onrolhM?s 
is about 14 jiorccMit hightu' than noncn rollccs. In t(ir(;stingly, this is 
■just th(! opi)osit(; of tlu! situation found in th(? Horus-I lardin data, 
in which tho no-shovv group h.ad higher i)r(!-i)rogram (darning l(?vids. 
1 think [hv. (?xi)hination for this diff(M'(MKu? is that the study periods 
oceurrcid at Viwy diff(jrent stag(js of (he economic cycle, Prescoll's 
pre-program i^cu'iod was at the? end of an .cxjiansion, while Borus 
and Hardin's was at tin; btiginning of one. If we think of the 
"pottMitiaT' no-shovv grouj) as being distributed along an ability scale, 
th(jn it is likely that at the bc^ginning of an (jxi^ansion the more able 
oncjs would hav(? mor(> templing job offers, while the less able 
would hav(j to "wait" (to become "ac:luar' no-shows) until the 
(Mid of ihe expansion when labor shortages bec:ome aculcj and 
(Mnj)loy(M\s lowtu' hiring standards. ' 



Table 4 

ESTIMATED AVERAGE ANNUAL EARNINGS OF 
1968 MDTA-INSTITUTIONAL MALE ENROLLEES 
AND NONENROLLEES 



Pre-training P ost-tra ining Penod 

Period, 1966 1S69 1970 



Enrollees $1,740 $3,357 $3,119 

Nonenrollees 1 ,520 2,487 2,409 



Source: Prescott and Cooley, "Evaluating the impact of MDTA Programs," p 4, 
Table 1. 
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The (]ir(?(:li(in of IIh? l)ins crojiU^cl by tho dynnmics of the 
oconoinic cydv, in lh(? I^rtJscott situfition is dirtjclly opposite thnt of 
[he Horus-I I.'irdin silunlion. I^mscott's j)r(?-post p(?rio(l spnns n 
cyclical conlniclion in which the hjnst 'dh\v. gronps lend to suffcM' 
mon? thnn proporlionntc^ly (just as Ihcy gain more? than proporlion- 
at(jly in an upswing). Thus wo wouhi (^xpcct Prcjscott's comparison 
grouj) If) have shown a smahor increase in earnings than his trainee? 
group i)vv.n without th(? program having an efffu:!. 

Ch^arly whal is ncKithid is for Prescott t(j rerun hi? data, use 
more a|)|)ro|)riate statistical techniques, and hold constant the h?vel 
of |3re-|)rograni (?arnings in making his' comparisons. 

The Goldstein Study. Jon Goldstcn'n of the; joint Kconomic CommittcM? 
staff rticently ccimphited a staff study on die effecti vencjss of man- 
power training programs. In the s(?clion of his survey relating to 
MDTA programs, Golclsttun conclud(?s, broadly speaking, ihat the 
M13TA-0|T program is probr.bly b(?tt(jr than the MDTA-Instilutional 
program, but that the; institutional program is probably not so had 
either. Sinc(? bis conclusion about lh(; insli lulional program is 
d{?fini({?]y man) optimistic than that reached hc;re, wo have attcmipted 
to find [hi) source of lh(? difftu'ent conclusions. Of the nine; evaluative; 
imi)acl studi(\s of MDTA surv(;yed by Goldstein, five arc; surveyed 
h(;r(;. With this much overlap in sources of information, finding the 
reasons for the differtuices became even more imperative. 

I-Yom th(j way Goldstein evaluates the findings of the five studies 
considcjveil h(;re, all thai can b(^ said is that he has neither r(;ad 
them carefully nor both(u'ed to analyze the quality of their various 
statistical methodologi(;s. For examjilo, as noted above, be referred 
to the Sniith study as the "most reliable" of the comprehensive 
evaluation studitjs. In th(j ncjxt sent(;nc(; he refers to Main's study 
as having a control group that was eolhicted in a rather "unorthodox 
niann(?r." What he appears to imply is that Smith's study is more 
r(diable titan Main's, Hut this is a poorly substantiated assessment 
of the relative worth of these two studies. Goldstein also accepts 
the Horus-I lardin findings uncritically. All in all, his conclusion 
about [hi) MDTA-Institutional program is not supported by most 
of the studies be cites. 

Alternative Procurement Strategies. Economists are usually the first 
lo stress the important influence; which personal incentives of 
decision makers have on the (efficiency of r(;source allocation within 
any organizational structure. Surprisingly, none of the economists 
mentioned above offers an analysis of the cost-effectiveness of alter- 
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nativi? organizational inctMiUvj? slrui:tur(?s for aohiuving tht? basic 
obj(M:tivo of ihv. institutional program — which is to (Miibody as much 
human cai)ita] as ])ossib!(? in various target groups of individuals. 

Giv(Mi [hv. g(;n(;rally p(?ssimislic conclusions suggnst(Ml by [hv. 
impact (n'aluation stU(Hos, one? may well in(iuir{? vvliothtjr or not [ho 
institutional program should shift its organizational structure? so as 
to reduce ihv. administrative role playcul by govfM'nnuMi t agcMicies and 
increas(i the rob? of private? s(?ctor institutions. Vnv examph?, wouid 
. a given amount of MDTA dollars be moro (effectively us(?d by offering 

program a]^])Hcants vouch (?rs to spend at any one? of a wide range 
of schools (ai}prov(?d for these purjioses) which already provide 
such training? 

Direct obj(?ctiv(? (?vi(]en(:f? on this issue could be obtained from 
foUovv-ujD sludies, using control groujDs of (?nrollees in private 
vocational- technical schools similar to those ai) have surveyed for 
the goV(?rnm(int-rnn programs. Unfortunately, such (evidence is not 
i available at the present time.'"* As a poor substitute, we can only 

offer an a priori analysis of the inc(?ntive structure confronting 
enroll(M?s and administrators under tlu? curr(?nt organizational struc- 
ture of the program. This incentive structure can then be compared 
with the one that would obtain under the voucher-type arrangement 
describ(id above?. In addition, some? thoughts are offered on the 
wisdom of the manpower revenue sharing concept readied by OMB 
for implementation in fiscal year 1974. 

Incentives of Enrollees, One might well ask after reading the 
foregoing findings: Why, if the program docs not raise earning 
capacity, (io(?s anyone? waste his time attending it? The answer is 
simpi(i. Th(? individual enrollce receives relatively generous training 
allowances as long as he stays in the program. MDTA so structures 
the computation of training allowances that an unempioy(?d person 
(?ligible for unemploym(int insurance? benefits can both extend the 
duration of his benefits and increase the weekly amounl received by 
enrolling in a MDTA-Institutional slot- 

For example?, lake? the e:ase of an inelividual who is collecting 

below-average une?niployme?nt benefits in his stale anel who is about 

to exhaust his benefits. Under MDTA-InsUlulional, he e:an e:o]|^.M:t 

a basic wee?kiy training ali >^;nnce equal to the average weekly 

uiu?m]}le)ymenl insurane:e beneiit payment made in his stale in the 

recent past (where this average is computed to include the extra 

benefits allowed for dependents) plus a supplement determined by 

the number of his dependents.-" These training allowance payments 

continue as long as he is enrolled in good standing in the program. 

Moreover, if an i^ielividual is collecting above-average unemployment 
I 
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benefits, he is noi penalized if he enrolls in the program. He receives 
a basic training allowance equal to his benefit level (plus supple- 
ments) for as long ns he is eligible for benefits. Onc(3 his benefit 
eligibility runs out, hovvc^ver, his basic training allowance reverts 
to the average slate payment level for as long as he continues in 
the program. 

In addition, the trainin<3 allowance for unemployed persons 
ineligible for unemployment insurance benefits and for low-wage 
workers in general clearly represents some incentive to enroll (and 
to stay enrolled] in a program even though the individual might 
well perceive little or no future earning capacity effects. Just how 
strong an incentive the allowance provides is difficult to determine 
precisely. But it clearly increases the probability that too many 
resources will be allocated to the vocational-technical training sector 
vis-a-vis other ways of adding to output growth in the economy. 

Would the efficiency of the incentive structure facing program 
applicants be any better if the program shifted to a GI Bill voucher- 
type procurement system? In terms of th:^ division of the f^conomy's 
resources between vocational-technical training and other sectors, 
the answer is probably not. If the effective allowance were the 
same (in other words, if after sublracling full tuition costs the 
individual had the same amount left over for his living costs], then 
the individual still would not be bearing the full cost of training, 
so incentives for prolonging his enrollment vvouid remain. 

On balance, however, there would probably be a net improve- 
ment in resource allocation because, under the voucher-type scheme, 
the applicant has a much greater ini:entive to participate in behavior 
that will help to improve resource allocation within the vocational- 
technical sector. Under the current (procedures, the individual 
trainee cannot exercise very much discretion as to what he is to 
study or v;hat cchool he attends. He confers with nn employment 
service counselor and program coordinator who try to match his 
aptitudes and desires with a set of available offerings. The set of 
occupational offerings is determined at the beginning of the year 
by a fairly centralized planning body that is usually made up of 
state employment service administrators, local labor union officials, 
and representatives of assorted nonprofit agencies who help adminis- 
ter manpower programs at the local lcvel> Under a voucher-type 
scheme, applicants would be in a position to "help" find occupational 
areas in short supply> They would have access to informal channels 
of information on quality of training not available to administrators 
of public programs. These informal channels (student to student, 
student's family to other families, et cetera] tend to be very efficient 
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at convoying informntion about tht) intangible aspncls of different 
schools (for example}, do they really gtU you into a career growth 
occupation]. They would be harnessed to rtjplact) the cumbersome 
formal management information systtMii now us(k1 by central admin- 
istrators for program monitoring and evalua.tion. 

Incentives of Program Administrators. MDTA contains very 
explicit language? assigning detaiUxl responsibility to DOL and HEW 
for both selecting ihe skills for which training is to be offered and 
for actually producing tht? training. DOI . through it.s network of 
statf) and local employment stjrvices, citJttM'mines which occupational 
areas will be focustid on and what individuals will be assigned to 
what courses. MKW, through its network of appropriate state 
(iducational agencies, responds to the employment service requests 
for courses in spticific vocational-technical areas bv providing 
ttiachers, classroonis, equipment, et cetera, for the most part located 
in local public vocational scbf ols. 

Until 19B4 almost all MDTA-Institutional training involved 
"class-size" projects encompassing one occupational skill, and con- 
ducted almost exclusively in public vocational education schools. 
The Mcmpow'oi Injonn^itian Service Reference File (Bureau of 
National Affairs publication) describes the situation then (circa 1964] 
in tlie following wjrds: 

The availability of these schools was a constant prob 
lem. Since tiiey were already in use during prime time with 
regular educational offerings, MDTA ti dining frequently 
had to be conducted on a 4 p.m. to midnight or similar shift. 
Occupational offerings were limited by lack of modern 
equipment in these schools. Furthermore, trainees had little 
occupational choice. Choice was frequently governed by 
the next available class. 

Hovvtwer, starting in 1964, th s picture was modified somewhat by 
the emerging concept of the 'skill center" approach to the MDTA- 
Institutional delivery. In 1968 Congress amended MDTA to include 
explicit promotion of the skill center concept. The official definition 
of a manpower training skill center as issued by DOL and HEW 
is as follows: 

A centralized self-contained facility, operating on a full- 
time, prime-time basis, generally under public school admin- 
istration, especially designed to provide on a continuous 
basis, counseling and related services, work orientation, 
basic and remedial education, and institutional skill training 
in a variety of occupations for trainees recruited from a 
broad area. The center provides maximum use of physical 
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and inslriK.ii mj] rnsourcos nnd n high (h\^roo of flnxihihly, 
,sorving ah types of lrnin(!os and all lyi)Cis ol VIDTA projucts, 
including mulli-occujjalional and single proj jcIs, inchvidiinl 
refcM'rals nnd cl.ussrooni comijoncnils of On-lhcj-Joh Training 

This {hdiiiKion is designed (o distinguish bctwocjn 
sinii)h^ nudh-()(:(:u])ati()nai raining jirograms — such as would 
bo found in a vo(;atif)nal school offering clerical or auto- 
motive training in four or five diff(M'(Uit occujialions — and 
tho more comi^rchcnsivc^ ollorings of the Skill Centers,"" 

Th(? ski!! centtu' ai)prna(:h, aU!iough i{ may jirovido more "flexible" 
and "continuous" training, is v(jry inflcixible and co^stly when it is 
roquirtul to adjust to fluctuations in MDTA aj}i)licant Hows from year 
to year. Class size i)roj(u:ts, whatevcir else their faults, do make the 
(Hiononiic dovetailing of fluctuations in jiublic vocationa! educatitm 
demand and MDTA demand jiossible. At this writing the class 
project approach is .slill the r^.ajor variant within Ihe program,"'' 

What is th(^ nature of the jiersona.I incentives confronting Ihe 
various static employmtMit service and state vocational education 
administrators, the i)(joi)l(» who inlluence the choicer of occujiational 
skills to !)e offtu-ed, assignuKint of tra inches and course (nirricula? 
Will those administrators who jiroduce the bcjst ])rogram out]nit — 
that is, th(^ largest j^ost-jjrogram (dlect on earning cajnicity per dollar 
si)(mt — be r(^warded tlie most? A brief look at how achiiinistrator,s 
in Washington allocate! institutional jirogram funds and monitor 
program performancci in the different states leavcis one with thi^ 
imj^ression that the correlation between actual quality of jirogram 
outj)ut and i)ersonal reward, although it may be jiositive, i,s jirobably 
weak, 

I']ach year the program i)lanning and budgeting jieople in the 
Manpower Administration (l(u:ido (wdth the; consent of OMH and 
Congress) how much to allocate to the MDTA-lnstitutional jirogram 
as a wdiohu The great(jr j^art of this total amount (80 perccMit) is 
lh(Mi allocated nmong the slates according to a standard formula 
that is derived from s])ecific ])rovisions of MDTA, 7'he jirovisions 
relate to factors like labfjr force size, share of unemploymtmt, 
et cetera. 

Although this rigid fornuda a])])roach can also be analyzed in 
terms of the equity of its allocation ruh^s the main ])oinl is that 
it ensures that at lenst 80 perccmt of the unding is guaranteed for 
the n(^xt year, rogardlnss of the quality j{ ])ro^ram j)orformance 
in a slate. 

The discretionary 20 ])ercent does give the central achiiinistrators 
some leverage to reward or ])unish different quality ])erformance. 
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However, the issue then becomes one of how well the Manpowor 
Adniinislrnlion in Wnshinglon can monitor and measure quality of 
program performance as w(^ have defined it above. Anyone with 
any experience with the administration of a far-flung program like 
MDTA-Institutional knows that administrators in Washington must 
rely, in practice, on vf^ry indirect and gross indicators of relative pro- 
gram performance. The reported placement rate tends, for instance, 
to be utilized as one indicator. This puts pressure on local adminis- 
trators to maximize reported placements — even at the expense of 
the actual quality of their programs' ultimate output. 

Experienced program administrators arc) well aware of the 
limitations of these indirect hidicators. The result is that the level 
of actual monitoring and policing tends to be minimal. 

One might still argue that in spite of the drawbacks of a bureau- 
cratic environment, dedicated and able administrators can somehow 
select the "correct" occupations for training and provide high 
quality training in spite of the lack of personal incentives to do so. 
A recent skills shortages study by the Olympus Research Corpora- 
tion (ORG) gives cause for doubting this line of argument. ORG 
attempted to learn whether institutional training was being done in 
occupational areas troubled by relatively short supply. In the words 
of the authors: "We concluded that, at least for the period of time 
encompassed by the study, no significant impact upon skills shortages 
can be identified." 

The question now is whether the incentive structure that con- 
fronts those who will make the same resource allocation decisions 
under a voucher scheme is likely to be any more conducive^ lo 
efficient resource allocation. Since the private vocation a 1-icchnical 
school industry appears to be highly competitive, the market 
mechanism should operate fairly efficiently in rewarding the entre- 
preneurs whose schools were selecting the right skills to offer, and 
vice versa for those lagging behind in their offerings. 

This does not mean of course that in practice all private schools 
will produce training thnt is highly relevant and productive. This 
would only be the case if the market was per/eclJy competitive, and 
students were themselves paying for the training rather than spend- 
ing government vouchers. As long as some students utilize the 
program simply to collect the training allowances, there will be 
incentives to set up "bogus" schools that primarily serve the function 
of obtaining the weekly allowance for the enrollees. Good approval 
and policing practices on the part of the Manpower Administration 
will be requirec to minimize these effects. 
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Suggestions for Organizational Reform. Clenrly Ihe foregoing [ypv. 
of analysis, by itself, can never be fully convincing. One miglit| still 
sincerely ask: if the GI Bill voiic:her-type method is so much ^lore 
efficient, then vjhy did not the government adopt this approach for 
the MDTA-Institutional program? A serious answer to this question 
would surely contain a complex mixture of true concern, paternalism, 
and bureaucratic self-interest. Nevertheless, when we consider the 
disadvantaged ghetto youth — bitter, lonely, without a modicum of 
information about the job market — offering him a vocational-tech- 
nica] vouchor and hoping he will make use of it does not appear to 
do enough for the situation. For the hard-core disadvantaged 
(especially for the young disadvantaged), Ihe government probably 
has to do more than just finance training. It |)robably should also 
try to maintain some explicit control over the provision of the actual 
package of services. This will enable the program to c:ompensate 
for the severe lac:k of motivation and information that is holding 
these young persons back. 

A good procurement model for this situation is the one used by 
the currcMit Job Corps program (which i,s evaluated in detail in 
Section IV]. Under job Corps, private com|)anies bid for contrac:ts 
to run com|)lete Job Corps centers. Details of hiring personnel, 
motivating the youngsters, and selecting the occupations for voca- 
(ional-(ec:hnic:al (raining are left to private companies.-^' The Job 
Corps administrators check and oversee the operation from time; 
to time. Al! in all, it would appear very worthwhile to start applying 
this lob Corps proc:urement concept to part of the MDTA-Institutional 
program. 

In brief outline, this i,s how the administration of the entire 
MDTA-Institutional |)rogram should be revamped. First, the |)rogram 
slots being filled with only slightly (or non-] disatlvantaged applicants 
should be administered as a sliding-,scale, vocational- technical 
entitleuK^iM program. Indivic^ lals would receive either a voucher 
loan or a vout;her grant, uepcnding on the applicant's 'darning 
t:apa(:ity on the last job. The amount of interest on the loan could 
also be st:aled to earning capacity, 

Set:ond, for the |)rogram slots filled by moderately to hard-core 
disadvantaged, the direction should be toward private companies 
which contract to run nonresidential, skill center operations similar 
to the Job Cor|),s program arrangement. The same companies that 
run the Job Corps t:enters would be likely candidates to run the 
urban nonresidential skill centers. 

Table 5 show^s the distribution of trainees enrolled in institu- 
tional programs by various personal characteristics. These figures 
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Table 5 

CHARACTERISTICS OF TRAINEES ENROLLED 
IN MDTA-INSTITUTIONAL TRAINING PROGRAMS. 

FISCAL YEAR 1971 \ 



Percentage 

Characteristic Distribution 

Age 

Under 19 years 13.8 

19 to 21 years 26.1 

22 to 34 years 40.2 

35 to 44 years 11.4 

45 years and over 8.5 

Years of school completed 

Under 8 years 5.4 

8 years 7.0 

9 to 11 years 36.2 
12 years 45.4 
Over 12 years 6.0 

Years of gainful employment 

Under 3 years 46.1 

3 to 9 years 35.2 

10 years or more 18,7 



Source: U.S. Department of Labor, Manpower Report of the President (Washington, 
D. C: U.S. Government Printing Office. 1972), p. 265, Table F-5, 

givv. a roiinh idv/d of how thi? j)r()grnni would clivjclc^ into tho abovn 
two procuromnnt strnt(?gi(?s. About 30 pcM'ccMit, at a minimum, of 
ihn insliluliona] j)rof^nini {)rol)ab]y could b(? pul on a vouchor basis, 
corresponding roughly to th(i higher tulucalion and work oxpcrionco 
ca{ngori(\s in Tab hi 5. 

Manpower Revenue Sharing — Will II Improve Resource Alloca- 
tion? Ov(M' tho past lew years more and mor{? a I ten lion and interest 
have h(Mm focus(?d on tluj idea of revenuci sharing among the federal, 
state, and local governmcMital units as a nutans of improving govern- 
mental programs, Thi) basic idea is to give state and local governments 
control over moni "fungible" j)oLs of resources than they now have 
under ihci categorical funcjing systcMii. For example, ^'manpower 
revenue sharing" means that a stale government would receive so 
many million dollars for the general category of "manpower pro- 
grams," instead of having spcjcified parts of that amount earmarked 
by federal manpower administrators for the various categorical 
programs. Stale and local government manpower administrators 
would then have the authority to allocate amounts to the various 
programs as they saw fit.-' 
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Thv. nrgumnnts ])ut forth in fnvor of this approach tend lo bo 
unrigorous in terms of sotting out bohavioral assumptions. Local 
govcM-nmont officials, it is usually argued, have? access to more and 
better information about local needs and conditions than do federal 
administrators. It is assumed. th(M'(ifore, they will be abb} to allocate 
iunds among the various ])rogrnm approaches in a more rational 
fashion. 

The argument stresses availability of information as the key 
factor inlluencing resourc(i allocation decisions among govern- 
menially funded j^rograms. There is no doubt something to this 
notion, but it would appt^ar to overlook completely the role of the 
other important force influencing rc^source allocation within complex 
organizations; pcjrsonn/ inconfivos. It is not at all obvious, as vvo 
move from federal, to state, to local government units, that the 
p(M'Sonal incentives oi the administrators w^ould more likely result 
in federal tax dollars producing Iho greatest good for the greatest 
number. 

The major reason for l>}]i(jving that rev()nue sharing is moving 
incentives in the wrong direction is that as we shift authority for 
r(^source allocation decisions from federal to local levels, we are 
not simultaneously shifting the responsihilily for raising taxes to 
locally elected officials. All we do is create more levels of respon- 
sibility betvv()en the taxjjayer and the ultimatcj person of concern, 
the disadvantaged individual. Thus the local officials will slill have 
to look over their shoulders at the federal officials, for these officials 
(via their tax raising authority) still retain authority over them. 

The author's feeling — not based on any systematic empirical 
research — is that manpower revenue sharing will tend to make 
things worse rather than better. This judgment is based on two 
casual obscjrvations. One is that ur der the present categorical fund- 
ing, local administrators stiH have a lot of leew^ay. For example, 
they are givcm the authority to choose which occupation within the 
MDTA-Inslitulionai program to train for and which type of scliool 
to jjrovide the training. The evidence surveyed above indicates that 
they are doing a poor job with this small amount of discretion. Why 
should things get any better by giving them more? 

The other observation is related to the performance of the Title I 
program of the Khjnumtary and Secondary Education Act (ESEA). 
This federal program has been in existence for a number of years and 
comes close to being a ])ure, educational revcmue sharing operation. 
Local school districts are aiiocated federal funds to help with the 
education of the disadvantaged children in their systems. The 
evaluative literature on this program forces one to conclude that 
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it has been an organizational nightmare. Although good comprehen- 
sive documentation of the specific kinds of resources purchased with 
Title I funds does not exist at present, there are definite indications 
that large chunks of these funds have been used to help children 
who are not from disadvantaged backgrounds."^ 

Actually, this discussion of revenue sharing suggests a good 
argument for shifting to a voucher approach — which represents the 
lowest level of revenue ' sharing possible. The voucher approach 
would produce a maximum of the beneficial information effect and 
a minimum of the perverse layers of responsibility effect. 

IV. THE JOB CORPS PROGRAM 

Program Developments^ 1968 to Present. In sharp contrast to the 
MDTA administrative approach, the Job Corps has always relied in 
large part on the private sector for the actual delivery of program 
services. At present, about 60 percent of the program is in centers 
run by private firms under cost-plus fixed-fee contracts made directly 
with federal program administrators in Washington.' The state em- 
ployment and vocational education agencies have exerted no admin- 
istrative authority over the Job Corps program. Moreover, Job Corps 
funds are not apportioned amon^ the states according to some pre- 
scribed legislative rule, as is the case with the MDTA-Institutional 
program. Federal program administrators try as much as possible to 
locate centers and enrollees on the basis of maximizing program 
effectiveness (for example, putting the center in a "nice" setting and 
screening enrollees for capacity to resist homesickness, thus mini- 
mizing the number of early dropouts]. Indeed, the Job Corps centers 
located in many of the rural states are serving many disadvantaged 
youth from more heavily urbanized states. 

From its inception the Job Corps has been controversial. Like 
all training camp institutions, the corps has had the problem of 
maintaining good community relations where it locates its centers. 
In addition, the press has always been keen for publicizing the 
inevitable "incidents" that occur [or are claimed to occur) in centers 
from lime to time. Finally, and perhaps the most fundamental reason 
for the criticism, the Job Corps has always placed a heavier burden 
on the budget (per enrollee) than any of the other youth-oriented 
manpower programs. Given the comprehensive naturo of the ser- 
vices provided this is to be expected. But its "expensive" reputation 
has placed a heavy burden of proof on the Job Corps to show that 
the extra benefits received for the extra budgetary outlays are really 
worth their cost. 
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At the beginning of the current administration, the Job Corps 
consisted of only two types of centers: (1) Civilian Conservation 
Centers (CCOs] located in rural areas, with average enrollments of 
about 150, and [2] the somewhat misnamed Urban Centers (UCs)— 
Men's Urban Centers and Women's Urban Centers — which are very 
large-scale operations (average enrollment of about 1,800 in fiscal 
year 1968) and which are located some distance from the nearest city. 

One of the first OEO-related organizational changes made by the 
Nixon administration involved the job Corps. The number of CCCs 
and UCs was cut (the CCCs drastically) in 1969. In their place it was 
proposed to open centers in or very close to urban areas that would 
draw their enrollees from the local population only.^ The new 
centers are of two types: Residential Manpower Centers (RMCs) and 
Residential Support Centers (RSCs). The RMCs differ from the 
traditional Job Corps centers in that they are close to urban areas, 
some are coed, and their enrollees are drawn from nearby and are 
allowed to go home on weekends. They have nonresident as well as 
resident trainees and are supposed to utilize existing manpower 
training program facilities w^here possible. RMCs tend to have 
enrollee loads about the size of CCCs. RSCs are very small (about 
30 Gorpsmen), dormitory-like set-up.«? which contain no "in-house" 
basic education or technical training capability. The enrollees live 
at the centers, but all training (except for some basic education) is 
done at other facilitif^s. 

Table 6 presents some information on costs, selected benefit 
indicators, and some enrollee characteristics by center type during 
fiscal year 1968, the last full year before these radical organizational 
changes were made. Note that CCCs, despite their much smaller size, 
had significantly lower Qosts per man-month. This suggests that 
negligible (cr no) economies of scale occur over the large range of 
student-load'size encompassing both CCCs and UCs. Also, the CCCs 
showed larger reading score gains and relative wage-rate gains than 
Men's UCs. 

Despite this apparently favorable showing of the CCCs (at least 
relative to the UCs), it was argued in 1969 that they should be dras- 
tically cut back.-** As the information in Table 7 shows, this has 
indeed happened. Enrollment in Civilian Conservation Centers has 
dropped 54 percent, while that for Men's UCs has been reduced by 
30 percent and for Women's UCs by 24 percent. New centers have 
been opened, but they account for only 16 percent of current enroll- 
ment. The program as a whole is 27 percent smaller than it was in 
fiscal year 1968, 
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Table fi comparos the eMiroIIeo characteristics, various benefit 
indicators, and cost per man-year of new and old centers. Most of 
the RMCs included in this comparison were already in operation for 
more than nine months previous to the period covered by the data in 
Table 8. 

The very striking difference between new and old centers is with 
respect lo the thirty-day dropout rate. The RMCs' ability to "pre- 
expose" potential enrollees apparently results in few^er cases of 
immediate disappointment and dropout. This differential ability to 
minimize very short-run turnover must be offset, however, by higher 
turnover al the later stages. In terms of average months of stay per 
terminee, the RMCs are about the same as the old centers. Thus, on 
balance, it is not clear whether one should say that the new centers 
are better or worse because of this difference in length-of-stay 
patterns. The RMC pattern probably helps to lower overall costs p(»r 
man-month, but it may work to reduce average benefits. 

In terms of cost, the figures in Table 8 do not reveal large differ- 
ences between RMCs and traditional centers. Given the absence of 
any significant amount of "dovetaihng/' this is not surprising; dove- 
tailing was supposedly the major reason for believing that RMCs 
would prove to be less costly. A more disaggregated comparison, 
one that would separate out the commuters in RMCs' enrollment, 
would show thai RMCs really have higher costs per resident man- 
month (including as residents both those who train on and off center) 
than the figure shown in Table 8. Just how much higher would 
depend on how one allocated the costs of the various center services 
between residents and nonresidents. (As residents receive more 
services from the program, it follows that resident costs must be 
higher.) It is important to stress that in seeking to determine which 
type of center provides Job Corps services more cheaply, one should 
leave nonresidents out of the comparison. It was dovetailing, not 
commutation, that was expected to produce the lower cost, while 
maintaining the basic Job Corps concept of residency. 

An important issue is whether nonresidents perform as well, in 
terms of reading gains and post-program jobs, as residents do. The 
data becoming available on the performance of individual commuters 
should be subject to intensive analysis. We made a crude comparison 
between an RMCs average reading gain and the percentage of its 
total enrollment made up by commuters. There was no correlation. 
Nevertheless, multiple correlation analysis of data on individuals is 
required.^ 

Turning to benefits, the comparison of average reading gains per 
man-month by center type indicates that RMCs are behind the old 
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ciMilors, VVluilluM" this is n stalislically si^nificanl diffortMicf? is diffi- 
cult to say. It is bastnl on lh(? flows of terniiiuu^s only (lurin<,» fisc;al 
yoar 1972. Thv. i)oor(?r KMC rtiadin^^ data init^ht ho ilv.v. ontircdy to 
tht^ shnrttM" length of iiim^ they havt^ hoen in opiM'ation. Within the 
KMC grouj), hovvdvor. [hv.vv. was no ai^jiarcMit corrtdation botwonn the 
IcMi^th of tinu? in oj)iiration and r(?adint^ t^ain across tin? indivichial 
RMCs. This casts sonn? doubt on Ihii "bnnikdn" pinaod hypothesis. 

Evidence on Overall Program Benefits and Costs, Wcj will first 
consider (he (?vid(Mice rtdatinu to th(? post-program impact of fob 
Corjis on (mrolhuis, W(? thtm take up the question of the? cost-effec;- 
liveiH\ss of lh(\s(? benefits — whether they have been '\vorlh," in some 
s(Misc, the cost. We consid(?r two ways of lookin^^ at this issue?; the 
inl(?rnal ratfi-of-rtdurn investnuMil appr(?a(di and (he crcJss-sjKicific- 
prot^ram oomj^arison apjiroacih, 

fob Corps Benefits, Two categorii^s of post-program impacts on 
particdjiants can be distinguisht^d : (1) imjiacts on lifcdime earning 
caj^acKy, and [2] imj)acts on noneconomic attriiniles of the corpsmen 
(for (example, impvovc^d jol) satisfaction, reductnl propensity for crime 
and drug addiction, and imi)r{)V(ul long-run health), 

Two studi(?s have attCHnjited to document earning cajiacity 
inij)acl. We analyze tludr results in detail below. Unfortunately, W(? 
hiw'v. not been able to unco\'er any attemjit at systematic analysis of 
lh(? many jiossible noneconomic benefits. Tlie inbM'nal program data 
documenting [hv. healthy reading score gains made by corpsmen is 
onv. source? of indirect evid(?nce relating to tlu?se types of benefihs. 
The r(?ading sc:or(? gains appear im|)r(?ssiv(? and, to the exlenl that 
tlu?ir value is not fully measur(?d in substiciuent earning imj:)acts, 
r(?j)r(?s(?nt a U(?t additicmal b()n(?fit of the program that should be 
balanc(?d r.gainst program costs. 

An interesting source of subj(?eliv(i evidence? on noneconomic 
(as well as economic) effects is provided by the 1968 Louis Harris 
survey of relativ(?s, fri(?nds and employers of ex-corj}sm(?n,"' Harris 
used a sample of B14 c:orj)smen wdu) left Ibe jirogram during fiscal 
y(?ar 1908. They were? ask(?d for tht; names and addr(?sS(;s of olc/er 
friends, relativ(?s, or employers, From this grouj) of 1,842 names 
Louis Marri,s succeeded in obtaining 1,179 reference interviews, 
mostly with older r(?latives. Of this number, 907 [77 percent] had 
known the ex-corpsm(Mi both bt?forc? and aft(?r their job Corjis experi- 
ence. The Llarris interviewers asked this group of 907 adults a series 
of questions conc(?rning th'?ir perc(?ption of (dianges in the ux-corps- 
men's attitudes and behavior since th(?y were in the job Corps. 
Table 9 shows a tabulation of their responses lo this very broad 
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Table 9 

RESPONSES OF REFERENCE GROUP ACCORDING TO 
EX-CORPSMEN'S LENGTH OF STAY AND 
COURSE COMPLETION RECORD 
(July 1968-January 1969) 

Type of Terminee the 
Respondent Knew m » i 



LOS Course All Better Worse Changed Sure 



Category 


(days) 


completion Answers 


(%) 


(%) 


(%) (%) 


1 


> 90 


Yes 


100 


75 


4 


15 6 


II 


> 90 


No 


100 


63 


2 


27 8 


III 


< 90 


No 


100 


48 


5 


41 6 



Source: Harris & Associates, "Attitudes Toward Ex-Job Corpsmen." p. 2. 



(jiiGstion: "Goncirnlly, comparcjcl to tho wny (name] was beforci 
(hd/shf?) vvfjnt into Ihd Job Corps, would you say (namn) has changed 
for the; hottor, changcul for the worst;, or don't you fciel (he/she] 
has cbangtid much ont; way or the other?" 

Tht; respons(iS of the refercince group rcjspondents are tabulated 
stjparately according to the length of servic:e of the corpsmen they 
knew. Thus category I shows the figures for those respondents who 
knew corpsmcin who stayed in more than ninety days and completed 
their prescribcid courscis; calcJgory II figures are for those who knew 
corpsmtm who stayed longer than ninety days, but did not complete 
a prescribed course; and category 111 figures are for those who knew 
corpsmcMi who terminated before ninety days. Similarly, Table 10 
shows the rcjsponses of llui reference group to questions about 
improvements in various specific areas, again tabulated by the same 
categories of cix-corpsmen. 

In all cases the pc^rcent of favorable change rises directly with 
the amount and quality of parlicipalion in the program. This, of 
course?, is a very gross comparison, and it could well be that indi- 
viduals who rtunain longer in the program have personal character- 
istics that would have led them to improvti more over time than the 
early dropouts (jvcmi m the absence of the program. As noted by 
Harris one obvious probltMii is that, by dtjfinition, the individuals who 
stayed longer in the program will simply have had a longer time to 
change, than the (jarly lerminees. Me asserts, but does not really 
demoristratti, that this aging factor cannot explain much of the 
terminee category dinfirtuitial. Unfortunately, it was not possible to 
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Table 10 

PFRCEIVED SPECIFIC CHANGES BY CATEGORY OF 
EX-CORPSMEN KNOWN BY REFERENCE 
GROUP RESPONDENTS 
(July 1968-January 1969) 

Category of Ex-corpsmen 

Specific Respondent Knew 

Change I II Ifl 

Better able to make plans for his 



future than before 


76% 


70% 


62% 


Gets along better with people than 
he did before 


74 


69 


63 


Has moro hope that he will be a success 
in the world than he had before 


78 


65 


61 


Has more positive attitude towaid world 
around him than he had before 


78 


65 


57 


Is more concerned about the way he 
dresses than he was before 


72 


66 


58 


Has a better idea of what he wants 
to do 


75 


62 


56 


Shows more interest in doing different 
things in his spare t'me than he 
did before 


68 


62 


53 


Gets along with his f imily better 
than before 


63 


61 


51 


Is in better physical shape 


64 


56 


43 



Source: Harris & Associates, "Altitudes Toward Cx-Job Corpsmen," p. 15. 



obtain Harris's original data tapes. A multiple regression analysis 
of these data is clearly called for. In such an analysis, characteristics 
such as age, initial reading score, race, et cetera, would be held 
constant, and then the length-of-stay/fcvorable-change perception 
relation examined. 

Evidence on Earning Capacity Effects. It is well known that an 
individual'^ earning rate will grow over time, even in the absence of 
any increase in Jiis own stock of human capital. Inflation, economy- 
wide productivity growth, and growth in productivity with age and 
experience on the job all operate to increase earning rates through 
time. Therefore, to isolate the net effect of the Job Corps one has [u 
compare the pre- and post-earning rates of corpsmen with those of a 
"control group." Ideally, the controls would be matched with the 
"experimentals" in such a way that the effect of the above-mentioned 
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non-Job Corps factors on earnings would operate identically between 
the two groups. 

Since the Job Corps effect may be distributed through time in a 
complex way, it would be useful to "track" the two groups for a long 
time period after program completion. Figure 1 illustrates the pos- 
sible biases from not tracking for a long enough time period. Thus 
Job Corps experience may operate by creating entry into more 
''growth-type'' careers, and those jobs might pay less initially than 
some "dead-end" jobs do. 

Also, it is well known that some fraction of Job Corps terminees 
return to school and thus do not make full entry into the labor force 
until years after leaving the corps. On the other hand, however, it 
may well be that some of the initial job placements made right after 
Job Corps participation may not stick, and that in subsequent periods 
differences between corpsmen and controls would narrow. The moral 
here is that empirical data should be interpreted with care. 

Two Louis Harris surveys of former corpsmen, one in 196C-1967 
and the other in 1969, provide the only important source of data for 
isolating Job Corps effects on earning rates. The Job Corps program 
data oil before-and-after wage rates of the terminees who are placed 
within ninety days is another, less satisfactory, source. 

Figure 1 



JOB CORPS 




Years since completion 
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Studies by Glen Cain and the Research Management Corporation 
expioited the early Harris survey data wiiich consisted of six- and 
eighteen-month follow-ups. The Cain study used the six-month 
follow-up data in which a group of no-shows were followed up as 
controls.'* The Research Management study looked at the eighteen- 
month follow-up but had to use early program terminees as controls; 
the no-shows were not followed up for as long a period." Doth 
studies were excellently done from a methodological point of view — 
differences between controls and exporimentals were minimized, as 
much as data and statistical methods would allow. 'i 

Cain concluded that the average job Corps terminee had his 
hourly wage rate raised by 12 cents (about 9 percent) on account of 
his Job Corps experience. If we assume that these percentage gains 
will hold throughout the individual's working lifetime, then we can 
say that the Harris survey data suggest that the average Job Corps 
enrollee had his lifetime earning capacity raised by about 8 percent. 

We could not locate any studies that utilized the 1969 Harris 
survey data. Table 11 presents some of this data as it was presented 
by Harris in the 1959 Senate hearings on the Job Corps. Note that 
there is a definite relationship between length and intensity of par- 
ticipation in the Job Corps program and the amount of wage-rate 
change reported. This holds for both the six-month and the twelve- 
month follow-up, groups. We can use this data to make our own 
earning-rate effect estimate if we are willing to assume that the 
category III terminees can serve as a useful control group — in other 
words, that they have the same earning-related chai txcteristics as 
category I and II terminees, and that their short stay in the Job 
Corps has had no effect on their post-program earning rates. The 
higher pre-Job Corps wage rate of category III terminees tends to 
support this assumption; they had enrolled in the program six to 
twelve months after the category I and II people in the survey did, 
so we would expect them to report somewhat higher pre-program 
rates. We estimate "high side" net gains for I and II terminees by 
assuming that their reported pre-Job Corps earning capacity would 
not h ive changed over the time period they were in the program. 
("Low side" net gain estimates assume that the post-program rates 
represented by category III terminees would have been available to 
catr^ory I and II terminees even if they had not participated in the 
program.) 

Program data for fiscal year 1968 show that for all terminees that 
year, 40 percent were category I, 25 percent were category II, and 
35 percent were category III. If wc use these as weights to average 
the various net-gain figures, we estimate 13 cents and 10 cents as 
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"high side," and 7 cents and 6 cents as "low side" gains for the 
average Job Corps terminee. 'ihose absolute effects amount to a 
range of relative effects of about 4 to 8 percent. All in all these 
findings are broadly similar to those reported by students who did 
a more intensive analysis of the earlier Harris survey. 

Thus the weight of the little available evidence appears to indi- 
cate that the Job Corps experience raises the age-earnings profile by 
about 6 percent for the average corpsman. It should be kept in mind 
that (his is not the only source of post-program benefits from Job 
Corps; we mentioned above the various types of possible noneco- 
nomic benefits. In addition, our approach to isolating the earning 
effects has focused only on a long-run indicator, the hourly wage 
rate. There are probably short-run employment duration effects that, 
although they may not continue throughout working life, should be 
balanced against the costs of the program. The 6 percent figure is 
likely to be a lower bound estimate of economic benefits. Given that 
economic benefits are 6 percent or somewhat higher, the next ques- 
tion is, of course, are these benefits worth the cost? 

Cost-Eifectiveness of Job Corps Benefits. In terms of budgetary 
outlays per enrollee man-year, the Job Corps is indeed costly. In 
fiscal year 1971 total outlays per man-year were $6,800.^ 

Are budgetary outlays really the relevant cost concept to use in 
order to evaluate Job Corps benefits? A large fraction of the Job 
Corps outlay is for the provision of services that would have to go on 
even if th(jse young persons were not enrolled in the program. Society 
could not stop housing, feeding, and clothing these young people 
simply by shutting down Job Corps centers. This idea is sometimes 
expressed by saying that these maintenance-type program expendi- 
tures are really "transfers" and do not represent true opportunity 
costs; only the resources used to produce the educational and train- 
ing elements represent costs in terms of foregone output to society 
(including the corpsmen in the definition of society]. 

Table 12 presents in detail Job Corps operating cost elements 
for fiscal year 1971 . The combination of living cost and pure training 
and educational elements is obvious. Less clear, however, is how 
to make a precise division of these costs for purposes of evaluating 
the cost-effectiveness of the program. What we need here essentially 
is an estimate of what it v/ould cost to similarly maintain a youth in 
whatever alternative situation to the Job Corps was being considered. 
Given this figure, we would subtract it from the total cost of Job 
Corps and then take the remainder as representing the true cost of 
whatever post-program benefits the Job Corps program produces. 
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Table 12 

TOTAL JOB CORPS PROGRAM CENTER EXPENDITURES^ 



BY CATEGORY, 


FISCAL YEAR 1971 




Expenditure Category 


Expenditures Per 
Man-year 


Percent of Total 
Expenditure 


Enrollee expenses 
Clothing, subsistence and 

medical supplies 
Educational equipment (books, 

pencils, etc) 
Pay, allowances and allotments 
Other 


$2,304 

$ 841 

224 
933 
306 


36,8 


Operation maintenance and leasing 
of center 


931 


14,9 


Center staff expenses 
Salaries, wages and benefits 
Travel and training 


3,027 

2,982 
45 


48,3 


Total expenditures per man-year 


$6,262 


100 



«This accounting of expenditures omits any treatment of expenditures connected 
with "work projects" (primarily at CCCs). These activities also give rise to 
receipts, which in fiscal year 1971 just about equaled expenditures. 
Source: "Annual Report of The Fiscal Accounting Office," Division of Performance 
Analysis of the Job Corps Administration, 1111 18th Street, Washington, D. C. 



In the absenco of data on any specific: allornative situations (for 
example, living in a largG northern urban center with a family of 
four), the ]ob Corps expenditure categories themselves can provide 
us with at least a ball-park estimate. If we add together the entries 
for food, clothing, allowances, and health and recreation, we get 
$2,100 per man-year. The only major item not covered is housing. 
If we assume thai it would r:ost $500 to house a youth for a year in 
most alternative situations, then we would estimate that it costs 
approximately $2,600 to maintain a youth for a year. Thus, for the 
purposes of examining the cost-effectiveness of Job Corps benefits 
vis-a-vis alternative approaches, one should probably use a cosi 
figure of about $4,200 [ $6,800 - $2,600)/' 

Given an estimate of true program opportunity cost, how do we 
then go about using it to make rational decisions about allocating 
more or less resources to the ]ob Corps program? One way is to 
attempt a collapse of all the program benefits (both earning effects 
and noneconomic benefits) into a stream of dollar returns and relate 
these to program costs via standard investment criteria such as an 
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inUM'nal "nt(^ of rcMurn. The resulting ratci of yield on inveslniLMil in 
Job Cor[)s can (hen ho conipanid with any <ill(M'nnliv'e way of invest- 
ing thi^ sami? aniounl, even as diffornnt an option as putting the money 
into GM stock. One major difficuilty with this apprc^ach is thr? in- 
ablHty in practice? to j^h'icc? monetary values on the nonpecuniary 
effects of the jDrc^gram. Thus, in practice, benefit-cost ratio estimates 
almost always n?s{rict themselves to direct monetary benf^fils. Given 
our esti mattes (jf Job CorjDs (?arning-rat(} impacts we have made some 
rate-of-r(]turn calculations. Table ju'Chsents alt(M'nntive i?stimates 
for differtml assumptions ab(uit the relevant program costs, (mrolloe 
foregone earnings, unemiDloymcmt rat() (;xp(?rience. and future pro- 
diiclivily growth eff(H:ts. 

Costs are looked at in tw(] differimt ways: the co.st to society, 
including Job Corpsmen and taxpayers, and the cost to society 
excluding corpsmen. Unchu' th(? former trcMtmenl, two alternatives 
assumptions about the f(Dregone earnings of enrolle(?s an? made. 

Table 111 also incorjKiratcjs alternative assumptions about 
(ihanges in the ]Droductivity of Job Corps training. A numb(?r of 
researchers, most prominently Glen Cain, have asserted that it is 
projDer to assume that the productivity of the human capital pro- 
duced by the Job Corps grows at about the same rale as I he economy. 
This is a very extreme assumjDtion. It requires that all growth can 
be trac(?d to factors oth(M' than incr(?ases in human caj^ilal (except 
for jDopulation growth). For iHustrative purposes, however, wo 
inchnhi rates calculated und(?r this assumjDtion. They are clear 
ujDper-bound estimates of the productivity of investment in the 
Job Corps. 

Tim general level of the rates we calculated appears to be 
respectable. F.ven the ''low-cas(j" estimates invariably compare well 
with savings account yi(?!ds, and they sometimes edge up near what 
is believed to be th(j rale of nUurn to physical capital in manufac- 
turing. Thus, Job Corps ben(»fits would appear to be cost-effective 
vis-a-vis op H)rt unities for inv(?slment in non human capital generally 
in the economy. 

A narrower and perhaps mnvo useful comparison, however, is 
between Job CorjDs costs and benefits and those of other manpower 
programs that also serve (or have the ]jot(mtial to servo] disad- 
vantaged youth. Table 14 lists total budgetary costs and estimates 
of social opportunity costs (living costs and transfers netted out) 
for job Corps, NYC-OOS, MDTA-Institutional and the JOBS 
programs. 

The MDTA figure is for a skill center {prepared by the Olympus 
Research Corporation] which resembles a Job Corps center without 
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Table 14 

VARIOUS COST AND OUTLAY CONCEPTS PER MAN-YEAR 
FOR SELECTED MANPOWER PROGRAMS 

■■[ (Fisc al Year 197t| 



Total Budgetary Social 

Budgetary Transfer Opportunity 

Program Outlays Outlays Cost° 

Job Corps $6,800 $2,600 $4,200 

MDTA/Skill Center b 6,800 3,200 3,600 

NYC-OOS 3,200 1,500 1,700 

JOBS 3,600 n.a, n.a. 



« Excluding any foregone earnings of participants. 

^The figure for ski)) centers does not include the cost of central program adminis- 
tration which is included in the )ist of the other programs. 

Source: Job Corps data from Annual Report of the Fiscal Accounting Office: 
I MDTA/ski'n cenfers estimate from the ORC study of sWiU centers cited above 
1 (Manpower Development and Training Skill Centers, pp. 5-21). NYC-OOS and 
".^JOBS figures were provided by Mr. Robert Yergen of the Office of Financial 
'^Managemenf Informalion Systems. Manpower Administration, Department of labor. 

[he residency feature. Thus Job Corps versus skill centers is a very 
interesting comparison. 

The big problem here, of course, is getting compnrabJe benefit 
measures for the same types of enrollees across different programs. 
Ideally, one would want internal rate-of-return estimates for each 
program for the same type of enrollee. Those are not, of course, 
readily available. It is tempting in this situation to try to use place- 
ment rates, which are readily available, as a comparative benefit 
indicator. However, one cannot use placement rates for this purpose 
unless he can be sure thai a "placement" measures the same amount 
of ultimate benefit, that is, earning impact, across different pro- 
grams. For programs as diverse in approach as Job Corps and NYC- 
OOS this would appear a shaky assumption, and we clearly need 
direct earning impact comparisons. Even for program treatments as 
similar as the Job Corps and skill centers, it would be risky to bank 
on placement rate differentials. 

There are some follow-up control-group studies of NYC-OOS 
and MDTA-Institutional (pre-skill centers] that are similar to our 
Job Corps evidence. Most past NYC-OOS studies indicate no effect 
on earning rates. For MDTA-Institutional the findings for all pro- 
gram participants (not youths separately] also tend to show no 
Ipng-run wage-rate effect. We have not been able to uncover any 
existing follow-up control-group study of the JOBS program. 
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Thus on the basis of existing studies one is tempted to conclude 
that the }ob Corps is relatively cost-effective vis-a-vis other man- 
power programs for disadvantaged youth. This would imply, for 
example, that if there are some disadvantaged youths being served 
by MDTA skill centers, existing evidence suggests that it would be 
cost-effective to send them to the fob Corps instead. The social 
costs are about the same, and the likelihood of post-program benefits 
is much greater in the Job Corps. This simple trade-off approach 
must be modified somewhat in considering the NYC-OOS versus the 
Job Corps. This is because the level of outlay per youngster is much 
lower in NYC-OOS than in the Job Corps. Overall budget constraints 
might require a policy decision that it is better to give many disad- 
vantaged youth a little rather than a few very much. 

In any case this generally favorable finding for the Job Corps 
refers to a marginal decision. It does not in itself tell us whether or 
not the program should be expanded by 5, 10, or 50 percent. The 
supply of training slots must be analyzed relative to the demand 
for them. 

The Job Corps "Universe of Need." Having demonstrated that 
the Job Corps appears to have a respectable rate of return, and that 
it compares favorably with other programs, one mus'. still compare 
the size of the corps with the population it is designed to serve. 
There are two possible target populations: (1) all disadvantaged, 
out-of-school youth between sixteen and twenty-one (the relevant 
group if Job Corps effects are assumed to apply to somewhat less 
disadvantaged youth than are now included in the program], and 
(2) disadvantaged, out-of-school youth who stand to benefit most 
from a residential program because of broken homes or residence in 
hieh -crime areas (the characteristics of current Job Corps enroUees). 

Recent demographic data show thai there i*re 853,000 unmarried, 
out-of-school, disadvantaged youth between sixteen and twenty- 
one.'' Assuming all 853,000 are targets for Manpower programs, 
142,000 new people enter the relevant population each year. All of 
these are prime Job Corps candidates under the first criterion cited 
above. 

A slightly out-of-date study made by the Job Corps ^- developed 
a factor for calculating the proportion of the total needy population 
which is particularly suited for the Job Corps residential approach. 
Applying this factor to our more current data on the total population 
yields an estimate of about 70,000 new candidates each year. Of 
these 70,000 approximately 38,000 are rural residents-isolated from 
other programs. 
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At lis (Mirrcnt size, with current longth~of-slay behnvior, thci fob 
Corps can handle :i(3,000 males and 14,000 f(Miiales per year. Tbe 
70,000 estimate for prime Job Corps candidates consists of 36,000 
males and 34,000 f(;mah;s. This indicates that if expansion of the 
program is contemplated, it should emphasize facilities for women. 
Only if other youth jirograms are found to be less productive than 
the Job Corps in serving their targ(;t populations should Job Corps 
facilities for males be expanded. But there is evidence that prime 
candidat(;s excludabh^ only by the most string(;nt criteria cannot be 
reached because of space limitations. The gap between demand and 
supply becomes even greater if one considers the current length-of- 
stay figures as significantly below the optimum. 

Implications for Policy and Future Research. The sparse evidence 
available indicates that tht; Job Corps affects positively the earning 
capacity of disadvantaged youth who have gone through the pro- 
gram. Although the magnitude of this effect may be difficult to assess 
with (existing data, it does apjJear to be greater than that provided 
by any of the other manpower programs serving disadvantaged 
youth. Rather than its current image as the "stepchild" among the 
various youth jirograms, the Job Corps appears to bo the most 
promising of the lot. 

The changes in program approach that were instituted in 19G9 
have been cnvnad out, but not on ihv, scale that was promised. Old 
centers wtjre closed and new centers were opened. But the absolute 
size of the program, on balance, is smaller now than it was in 1908. 
In terms of rough "universe of need" analysis, the current size of the 
Job Corps male program se(;ms to be adequate, but the female pro- 
gram appears to be reaching only about half of the young girls 
it could help. 

During the highly inflationary period sinee 1968, the Job Corps 
program may have suffered declines in the amount of real resources 
it could devote to the average enrollee. There has been a significant 
decline in the length of stay at CCCs, and this could be related to the 
resource decline. 

With regard to new centers versus old centers, the overall 
impression one gets from the data is that the predicted cost savings 
and benefit improvements have not materialized. If anything, the 
data we have examined suggest that the burden of proof is on the 
new centers to show that they are not, in fact, more costly and pro- 
duce fewer benefits than the original CCCs and Men's UCs. 

The Job Corps program offers some unique research opportuni- 
[n)s for uncovering useful knowledge about how to go about helping 
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clisadvnntng(Hl young pciopin nchiovn n sntisfying life. Detailnd fol- 
low-up bobnvioral studios of fcMiialn Job Corps t(!rminncs should bo 
launchod with an oyo toward undorstanding Iho long-run rolo that the? 
Job Corps approach might play in holping with tbo probloni of 
disadvantagod young girls drifting into tbo "wolfaro lifo stylo." Thus 
information on much moro than omploymont oxporionco would bo 
noodod. Tbo study would bo oxpensivti hut oloarly worth tho cost 
givon tho importanoo of tbo problem. 

Anothor very useful study of the influence of reading ability on 
employability could be done using Job Corps data. By examining tho 
association bo I ween reading scores and plaocMncuit wages or status 
a]7iong termineos from a partic ular center, we could shed light on tho 
interesting question of tbo productivity of education. This would 
have important implications for )ob Corps and other manpower 
programs. It would either cast doubt on basic education as a tool 
for ' 'dping (he disadvantaged, or support it as an important com- 
phMmHit to vocational training. The investigation would best \w. done 
with:n individual conf(?rs nifher than among them, in order to ensure 
that everyone being stuflied togethtu- fac(?d tho samci labor market 
conditions. 



ERIC 



47 



APPENDIX 



This appendix contains summaries of the eleven impact studies sur- 
veyed. For each study the source of data, statistical methodology 
employed, and findings are presented and critiqued. (All studies 
funded by tho Manpower Administration can be obtained from the 
Manpower Administration officf^.J 

"Determinants of Economic Success in Retraining the Unemployed: 
The West Virginia Experience" (Manpower Administration institu- 
tional grant to University of Wisconsin. Journal of Human Re- 
sources, vol. 3 (Spring 1968], pp. 139-58.) 

Aulhor. Ernst W. Stromsdorfer, 

Programs Studied. Occupation-specific instituUouai retraining 
under the Area Redevelopment Act. It would appear to be pure 
skill-specific vocational education with no supportive or basic edu- 
cation elements. 

Research Design. His procedure for selecting comparison groups 
was to obtain datn on program "no-rhows" and dropouts. He had 
data on pre-program earnings and on earnings during the eighteen- 
month period following program lermination. He uses straightfor- 
ward multiple regression techniques to standardize for differences 
between his trainee and nontrainee comparison groups in earnings- 
related factors. Overall his statistical procedures appear first rate. 
But for some reason (perhaps he did not have the detailed data] he 
does not distinguish program effects on w^age rates versus employ- 
ment rales. 

Findings. For overall program impact Stromsdorfer finds a huge 
net impact on employment experience and on earnings. He does not 
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present wage-rale; data separately, but it would appear that the 
entire net earnings effect is the result of an employment duration 
effect. In other words, during the eighteen-month period following 
retraining, the ratio of nontrainee/trainee cmpJoymonf rotes was 

— ~ 71 percent while the ratio of eishteen-month average total 
67.7 

$3050 

earnings was ■ ^^^^ " 72 percent. ^Thus, there would appear lo be no 

*'wage-rate" effect. 

General Comments. With no direct evidence of a wage-rate 
effect, Stromsdorfer may have greatly overestimated the impact of 
early institutional training under the Area Redevelopment Act. 

"A Nationwide Evaluation of MDTA-Institutional |ob Training" 

(Contract between National Opinion Research Center and the Man- 
power Administration.) 

Author. Earl D. Maiii. 

Program Covoroge. Appears to be primarily the pre-skill center- 
type MDTA-Tnstitutional program, i.e., primarily a specific voca- 
tional-technical course, with 'orientation, counseling, and basic 
education only in a small proportion (training took place late 1964, 
early 1965]. 

Research Design. Main had a nationwide sample of MDTA 
trainees and a similar comparison group. Some 1,197 previous MDTA 
trainees were interviewed in forty-nine sample areas. His procedure 
for utilizing his comparison nontrainee group was the "snowball" 
method. He obtained lists of names of peer-group friends from the 
MDTA trainees who were interviewed. From these lists he tracked 
down 925 comparison individuals. He also utilized 136 "no-shows" 
as part of his six nontrainee comparison groups. He used straight- 
forward multiple regression techniques to standardize for differences 
between trainee and nontrainee groups in earnings-related factors. 
Overall his statistical procedures appear first rate. 

Findings. After controlling f&r variables differing between 
trainees and nontrainees, no statistically significant effect of the 
program on weekly wages of last full-time jobs could be found. 
However, Main found that there was a net effect of the program in 
employment rates in the post-program period. MDTA training raised 
the percent of months employed first lime by between 11 and 20 per- 
cent. Finally^ however. Main found that within the trainee group 
the're was no relation at ail between length and type of training 
courses and post-program wage or employment rates. 
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General CommoiUs. The no wage-rale effect finding suggests 
that it .is perhajDs the "employee search" efforts of the program, 
rather than the technical-vocalional training per se, that is operating 
to produce any program impact. 

Economic Benefits dnd Costs of Retraining Courses in Michigan 

(Manpower Adminislj-ation Contract No. MDTA 9-63.) 

Author. Michael Borus and Einer Hardin. 

Program S(ucJiod. Institutional, occupationally mrienled training 
under MDTA. It would appear that practically no "supportive" 
services or "basic education" treatments were used at all. This is 
straight and pure skill-specific vocational education. 

Research Design. They used a very good stratified sample tech- 
nique to obtain a sample of program participants and a comparison 
group. The comparison group was obtained by the *'no-show" 
technique. They had a total of 784 individuals (503 trainees' and 
281 nonlrainees). Ov'erall their sampling procedures applied to data 
obtained appear first rale. I3ut for some reason they do not report 
a slraightl'orward (noninteraction) multiple regression in which they 
control for the crucial characteristics differences between their 
trainee and nontrainee groups. (See text discussion for the details of 
this omission.) 

Findings. They report a significant overall program impact on 
annual earning capacity of $21G (10 percent), However, they also 
find that vvrfhin the trainee group the size of the effect is negatively 
related to the length of skill training course attended. 

General Comnienls. The findings are not reliable because of 
failure to report a straightforward "ceteris paribus" model. 



"The Evalualion of Government Programs: The Case of New Haven's 
Manpower Training Activities" [Manpower Administration MDTA 
dissertation grant. YaJc Economic Es.sciys, Fall 1969, ppr 59-104,) 



Author. Robert S. Goldfarb. J 

Program Studied, MDTA-Institutional or classroom training 
(1964-66): Again, this appears to be exclusively vocational-technical 
training. No (or very little) supportive services are involved in the 
program, MDTA-OJT program: Private employer ''hires" the appli- 
cant (if he wants to) and is paid a..''reimbursement" for costs incurred 
in actual training. Reimbursable expenditures are job instructor fees, 
materials used in training, and instructional supplies. ; 



51 



«1 



Rosofirch Design. Goldfarb used before-and-after training 
changes of wage rates and income of trainees vvit/ioiil any explicit 
control group; thus he explicitly foregoes any attempt at precisely 
measuring the (iwoiwt of the effect on earnin<^s, and instead he 
focuses on demonstrating, by more circumstantial evidence, thai the 
courses hav(» some effect, and what precisely about the program is 
causing the effect. (Unfortunately in this article he presents none of 
his original data. It would be worth exploring some of his material.) 

His qualitative literary approach is interesting, but at the same 
time frustrating. He does not state? ''how much" in terms of his 
indicators anywhere. His major indicator (circumstantial evidence) 
thai wage gain was an effect of the program was pointing to the 
training relatedness of the job; however, for much of the training 
given in MDTA, employer OJT is a very good substitute. 

Findings. MDTA-Inslitutional: His major qualitative finding is 
that large wage gains were obtained in cases where the primary 
mechanism was one of shifting a worker from a low-wage to a 
high-wage employer (e.g., in courses like machine operator], job 
vacancy data can be a poor guide to the selection of type of training 
skills to offer. Evidence thai work motivation and orienlalion might 
have a high payoff was developed. 

MDTA-OJT: He finds absolutely no effect of the degree of lime in 
OJT jjrogram on post-program earnings. He concludes that: "The 
training apparently did not result in skill acquisition w^hich nad 
(any) significant short-term yield," He then presents a tortured 
theoretical analysis of the 0]T-"subsidy" program. 'There could be 
some mileage gotten here by a sharper analyst, arri m addition, a 
look at the program instructions w^ould help.] 

GoncraJ Conijiiants. Although methodology is ''tortured and 
cute," and no qualitative conclusion on effects can be drawm, the 
thrust is clearly in the direction of supporting the notion that man- 
power training programs have had impacls, if at all, through em- 
ployment service function, rather than any serious augmentation of 
human capital, 

"A National Attitude Study of Trainees in MDTA-Institutional 
Programs*' (joint DOL-HEW-sponsored institution grant to the Sur- 
vey Research Center, University of Michigan, Contract No. OS-64-47.] 

Aut/ior. Gerald Gurin. 

Progrom Studied. "Good" trainees were surveyed in a nation- 
wide sample of MDTA-Institulional courses of more than ten weeks 
duration. It appears that only enrollees in straight technical, voca- 
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lional, (uliicalion-spucific programs vvnro coverc^d. The lime ptn-iod 
of training (fiscal ycuir 19G5) was probably prn-skill conlnr anyway. 
In Ihii words of tbu author, "Thn most qua 11 find of the trainees in the 
institiilional program worn obtained." 

l{es(Ja"c:/i Design. There was no nonjirogram control group in 
this study. The purpose of this study "was to differentiate the 
trainees on a nunil}er of succ(?ss criteria and to address ourselves 
lo the question of why some trainees emerge as more successful than 
others." Measures of jirogram success wercj jKisl-program employ- 
m(?nt duration, completion rate, and class-specific ranking on post- 
jirogram hourly wage rate of first jobs. Focus of independent 
v^ariables was on indivkiua} attitudas and iiiativas as causal factors. 
Also a study of the effect of "racial integration of class" was made. 

Findings. The entire attempt at cause-effect analysis is seriously 
marred by th(^ lack of control on pre-program wage levels. This is 
undoubtedly a very significant causr? of post-program wage level 
variation, even \vi(/u'n n given (raining couvsa. In general, the author 
finds no significant association between any of his attitude variables 
and post'program wage levels. This is not surprising given the above- 
mentiont^d lack of control 

Gen (} re I Comments. Perhaps the most interesting '*fall out" of 
this is Ihe circumstantial evidence it presents on the jjrobable. lack 
of long-run program impact on earning capacity. Two important 
lists of data are presented, Among males, program completers and 
noncompleters did not differ significantly on wage-rank criteria, and 
only slightly in duration of employment (Table A-1). 

The second list compares males with and without a training- 
rtjlated job [Table A-2). It r(?veals no difference on the wage-rank 
criteria, and only small difference on the employment duration 
criteria, 

**Tolal Impact of Manpower Programs: A Four-City Case Study" 

(Final report for [he period June 1968-August 1971 prepared for the 
Office of Evaluation, Manpower AdministraHon, Contract No. 43-8- 
008-47.) 

Author, Olympus Research Corporation. 

Programs Covered. This study covered all Ihe major manpower 
programs operating in Boston, Denver, San Francisco, and Oakland; 
WIN, CEP-NAP-JOBS, MDTA, INST and OJT, NYC, New Careers, 
et cetera. By this time skill centers had become part of the MDTA- 
Institutional picture: 
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Table A-1 

POST-PROGRAM EMPLOYMENT EXPERIENCE AND RELATIVE 
WAGE STATUS, BY PROGRAM TERMINATION CATEGORY 
(Fiscal Year 1966) 

White Males 

Left 

voluntarily, Dropped 
Completed Left for other from 
program job reasons program 

7. Post-program Employment 
Employed total post- 



program period 


68% 


78% 


57% 


47% 


Employed over half of 








22 1 


post-program period 


21 


13 


30 




Employed half or less of 










post-program period 


9 


8 


10 


26 


Not employed during 










post-program period 


2 


1 


3 


5 


Total 


J0% 


100% 


100% 


1 00% 


Number in sample 


;24 


128 


69 


^58 



2. Relative Class Stan 
on Beginning Wage u, 
First Post-program Job 



Top third 


31% 


47% 


27% 


44% 


Middle third 


36 


29 


35 


10 


Bottom third 


33 


24 


38 


46 


Total 


100% 


100% 


100% 


100% 


Number in sample 


751 


124 


71 
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licsaavch Dnsign. Tho bulk of Ihis voluminous rciporl consists of 
i\ di)[n\\i]d nuivniivi) ddscriplion of Iho organiznljojial structure of, 
iind powor slrugglns bnlvvoen, the various institutions delivering 
lodcrally sponsored training in the four cities. In nddilinn in this, 
i\ follovv-up of a sample of progrniji parlicipcuils wns attempted. 
They^niade pre- and post-wage rale comparisons, but unfortunately, 
did nol gtilher information on any. meaningful control group. (Their 
data on dropouts is noL useful because of the long length of time the 
members of the sample stayed in the program.) Also, this before- 
and-afler comparison, unh*l<e all others reviewed, took place during 
cyclical c traction (but strong inflation was still present]. 

Findings'. Organizational interrelations and effects: Their "total 
impact" approach practically assures that no single, well-defined, 
partial impact will be documented at all, and this appears to have 



Table A-2 

POST-PROGRAM EMPLOYMENT EXPERIENCE AND RELATIVE 
WAGE STATUS, BY RELEVANCE OF TRAINING TO 
POST-PROGRAM JOB 
(Fiscal Year 1966) 



1. Post-program Employment 

Employed total post- 
program period 

Employed over half of 
post-program period 

Employed half or less 
of post-program period 

Total 

Number in sample 

2. Re/af/Ve Class Standing 
on Beginning Wage oi 
First Post-program Job 

Top third 
Middle third 
Bottom third 

Total 

Number in sample 



White Males 

Training relevant Training not relevant 



19 

7 

100% 
599 



30% 

37 

33 

1^0% 

574 



59% 
27 

1 00% 
474 



36% 

31 

33 

100% 

441 



b(H?n tin? c:asn. TJu; siyla is Jiighly subjcHilivc? nnd imprGssionislic, 
with no, or lillh?, concern about defining objc?oliv(? criteria upon 
whidi lo bns(? ovalualiojis. An organizational fonn was ''good'' bo- 
c:aiiS(^ it ''ran smoothly"; anolhor organization or program was "bad" 
becausti it "had Iroublo g(?iling off the ground"; and so on, page after 
blurry pago. On(? must bo v(?ry skoplioal about any of Ihn political- 
social organizational chaug(?s they suggest, e.g., to strengthen local 
"action" groups at lh(? expense of the "traditional" employment 
service. They present no objective evidence that this will really 
improve program impact. 

Findings of iho FoUow-vp Survoy: Their major finding is that 
the wage rates of the par{ie:ipants in their sample grew about 20 per- 
cent over the period covered by them during program and post- 
program surveys. Aside from the possibility of sloppy data handling 
(this may or may not have been the case— it is hard to tell from the 
write-up), the major problem with interpreting this finding is that 
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without a control-group comparison of some kind, one has no bench- 
mark to say whether the 20 percent could be accounted for by the 
combined efforts of: (a) inflation, (b) growth in individual produc- 
tivily with age, (c) growth in individual productivity with technical 
change. Ov(?r the time span of thnir pre- and post-comparison, which 
appears to b(? about two years, these factors might account for the 
bulk of the 20 percent, 

**An Analysis of the Efficiency and Equity of Manpower Programs" 

(Dissertation submitted to D(?partment of l-lconomics, Georgetown 
University Graduate School, Sei^mber 1970.] 

Author. Ralph Ely Smith. 

Progrnm.s Covered. MDTA-Institutional. 

Research Dtisign. The data used by the author is the published 
material on the pre- and post-program (?mployment status and wage 
rattis of those program terminees who comjilcted the program. Wage- 
rate data is limitt^d further to those program completers who were 
employed at the time of the post-fcllow-up questionnaire. Thus he 
has no information at all on program noncompleters, and has no 
wage-rate information on program completers who were either 
unemployed or out of the labor force at the time ()f the follow-up 
report. The net effect of the program on wage rates is isolated by 
subtracting from the observed pre- to post-change in wage rates for 
the above described subsets of program participants an amount 
(iqual to the percentage change in average gross hourly earnings of 
all nonagricultural (MHployees. Smith also develops an interesting 
methodology for estimating thti effect of the program on employment 
rates which utiliztis published data on unemployment rates by age, 
sex, education and race categories. 

Gtmero/ Common (s. In addition to the obvious shortcoming of 
not having some data on all program parti(:ipants, Smith's estimate 
of how much participants' wage rates would have grown in the 
absencti of training (i.e., (3.8 percent] is very crude. Why the observed 
growth in a huge aggregate like average gross hourly earnings should 
.agree to the wage-rate growth in some specific cohort of workers 
during the same period is not at all obvious. An individual's wage 
rate grows through time because of his own aging and experience 
(which tend to net out of aggregate average wage-rate figures) as well 
as on account of transitory and personal characteristic factors 
specific to this group. However, Smith does present some interesting 
methodological models and arguments that may serve to improve 
future impact studies. 
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^'Evaluating the Impact of MDTA Programs on Earnings Under 
Varying Labor Market Conditions" (University of Pennsylvania, 
prepared for (lie Manpower Administration, Contract No. 83-42- 
71-04.] 

Author. Edu^arci Prescott and T. F. Cooloy. 

Program Covore'J. MDTA-Inslilutional and 0]T during fiscal 
year 19t?8. 

ncseurcJ) Design. This was a 'lationwido evaluation. The authors 
took a stratified sample of MDTA applicants during fiscal year 1968 
from the enrollee master file. All in all, about 3,G80 applicant records 
were used in the analysis. Data on pre- (1966] and post-program 
(1909 and 1970) annual earnings were obtained from the Social 
Security Administration Summary Earnings Record file. Their 
statistical approach utilizes a very prolix cross-tabulation method in 
order to save readers the difficulty of understanding multiple re- 
gression. For a no-training comparison group they utilized the infor- 
mation on individuals who applied for admission to the program, 
were signed up and enrolled, and then either did not show or dropped 
out after a few days. They had about half-and-half nonenrollees and 
enrollees in their sample. Prescott selected individuals from the 
enrollec master file such that individuals from both his enrollee and 
noncnrolleo groups were equally distributed by four geographic labor 
market areas, sex, race, marital status, and occupation of training. 

Findings. The pre- to post-program period change in the annual 
earnings of MDTA-Institutional enrollees was greater than for the 
nonenrollee group. 

Genera/ Comments. As we mention in the text, the nonenrollee 
group had lower pre-program earnings than the enrolled group. 
Unfortunately the authors' statistical analysis did not correct the 
comparison for this intervening factor. 

"An Analysis of Changes in Earnings of Participants in Manpower 
Training Programs" (internal staff paper of the Manpower Adminis- 
tration.] 

Author. Dav'd Farber. 

Program Covered. MDTA-Institutional and OJT. 

Reseorch Design. Farber utilized data on all the terminees of 
1964 and 1968. He obtained annual earnings data from the Social 
Security Administration for the five years before and the five years 
after the program period. His statistical meij^odology was essentially 
the same as that of Prescott and Cooley (obtain trainee and compari- 
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son groups Ihc'il nrc? i(l(?iili(:c'illy clislribiilcHl by n mnlrix of olinrncler- 
islics). Thn compnrison group was obtniiKul from Ibe conliinioiis 
work bislory snmplo. 

fnmliivj^H, MmVX-Insliliitionnl Irc'unin^ lujs no (?ff(?(;l. 
G(MKM'(// Commonfs. S(1(j (^xhMisivt? discussion in Ibn l(^x( on ihv. 
(b\'Uv!)c'H^ks ol' Farb(?rs control mnibodolo.qy. 

"The Influence of MDTA Training on Earnings" (Mnnpownr I^vnlun- 
c'llion R(^porl No. 8, U.S. Dupnrlmonl of Lnbor, Jc'inunry '1900.) 

Auihor. 7'his was nn "jn-houso" sliidy by ibn Manpowor Admin- 
islTciiion staff. 

Pvo^j^rau] Sfn(//u(/. MD'J'A-Jnstilulion*]], 

nnsnnrc/] DnsiVii. Tbo dnUi usnd in Uiis rtijiorl is bas(Kl on indi- 
vidual Irainoo rn])or(s. including directs, six-, and Iwolvo-nionib fol- 
low-ups r(?(u?iv(?(l Ihrougb Uu? rc^gular MDTA reporting syslcuii by 
jiinuiivy 1,907. No comparison group of nonirainccs was obtaincul. 
'rb(^ data is r(\slrictcd io program graduates. Many potentially vnry 
important p(?rsonal cbaract(M'isiics variabh?s. like? age? and (education, 
nr() not us(?d in Ibis study. Tlu? pro- and jiost-program earnings data 
prcsenUul are not for precisely (be? same p(U)i)l(?. No multiple r(?- 
gression statistical metbodology is emp]oy(ul, Qnly two dinumsional 
labh^s are pr(?s(ynl(ub Compl(?te lack of any statistical control meth- 
odology jilaces obvious limitations on tbis study. 

I''in(/ing,s. Tbe UKulian (earnings of th(^ sample rose from $1.44 
\n)r hour to $1.75 pcv hour. 

Gcnnral Cjomwcnts. Since? we do not know bow mncb wages 
would hav(^ risen in tbe absence? of training, and we do not know 
at all wbal bappened to noncompletors, notbing can be concluded 
on the basis of (his study. 

"MDTA Outcomes Study Final Rep'orl" (Contract between DMI and 
the Manpower Administration Office of Policy, pA'aluatioh and 
Research, Report No. CAL 7778.] 

Aullior. D(?cisi()n Making Information, Inc. (DMI]. 

Programs Sludknl. MDTA^nstitutional and MDTA-OIT. 

H(!Senrc/i Design. In(dud(?s institutional and OjT traine(?s who left 
the programs in 1909. ]3ol)i complebjrs and dropouls were incdudcd. 
There were 3,401 institutional and 1,708 0)7 enrollees and forty 
localities in tbe study. There was a S(?emingly excellent random selec- 
tion, with an 83 percent contact rate. Interviews in th(? spring of 1971 
covered about sixte(?n post-program months, as well as behavior six- 
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t(Min monlhs hdfnn^ jirc)<^ram parlicijialion, OvcM'iill, [hv.lv chita baso. on 
lrain(:(?s nj)j)(MirK lo h(! (ix(;(?11(miI. (IIow(!V(m\ then' faihid lo ohlain 
(lata on any similar comparison (^roup of nonlrain(M\s.] Th(jy lri(?d 
(o a coniinuous work liislory sampl(> as a control, but Iboy faihul. 
Also. lb(? shilislical mclb()(lol()<^y ibal lh(?y did ajiply lo Ibc dnla tboy 
obtain(?(l is very \v(?ak. Thi^.y jus! comparcul mcMiian gains for dif- 
icr(:nl grouj)s of iirournnis. A multivariate! analysis was pcMTornKul 
but was hardly used in drawing conclusions. 

KxpcrimcnUil Findings. Th( ^ (exhibit a labh^ that sbows program 
comiil()((?rs (^xjKiricnccMl much larg(?r wagt? trains than noncomplut(M\s, 
Bui through \hv. railuve lo do any nuillivarialn analysis wo do nol 
know how 7nuch of this to a((ribul(^ lo th(^ jirogram, ol cctvra. 

Ovv.rdll Co/nmonls. In t(M"ms of obtaining tb(j r(?(juirod data, they 
did not (loniplo.lu Uio study. 
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NOTES 



NOTES TO PREFACE 

^ A roilur.tion of this climah? of opinion r.an be s(^on, for (^xamph?, in Bnnnet 
Harrison, '"I'rainin^ for No\vlu^r(\" Outlook S(M:tion, VVns|]ini^(o;i Pos(. Novem- 
ber If), 1972. 

' Spdciul Analynas of the. Budget nf the IJnitvAl Stdlv.H (jnvr.rnnicut, Fiscn) 
Yerir li)74, part 2-1 (Wafiliington, D. C: U.S. Govcjrnment Printing Office, 1973}, 
pp, 119-34. See Table 1 of this study for fiscal y(^ar 1974 budget proposals with 
resjK^ct to sp(u:ifi(; mani)ou'(M' jirograins. 

IJndfir maniiowur revenuij sharing, state an(i local govrirnment officials 
rather than f(uliM'al administrators decide the relative? amounts lo be allocated 
to th(! \'arious cati^gorir.al approach(?$. 



NOTES TO SECTION I 

' 'I'ho i)rob](!m hero. rela((is to \he trea1m(Mit of the? "living costs" (that is. 
bousing, clothing, food, medical cartJ. et cetera) incurred by the Job Corps 
program. Prosiimably, even if the enrolle(j were shifted to a nonr(?sidcntial 
jirogrnnj. Ihose living cosfs would still have fo be incurred by somebody. Indeed, 
giv(;n [hv. s(iV(M'(dy disadvantaged status of many of the enrollccs, the likelihood 
that society at large would still bear th(?se costs is very high. 



NOTES TO SECTION II 

' .Actually, the nationwide n(jtwork of state-fed(?ral public emj)loyment 
s(U*vie.es, which w.'is begun long before this with the ]^assag(i of llie Wagner- 
I'eys(ir Act in 19:rJ, is th(; old(?st "manpow(;r program." Most j^eople restrict the 
term n\an])o\ver "j)rogram" to training and/or direct job creation of some sort. 
Howev(M\ this does not mean that tluj labor (exchange services of the public 
(miploymimt S(u'\'ice nrc. not an important part of manpower policy. 

- Also aulbori/.ed was \be jiro vision of "employabili\y" and communication 
skills, as W(dl as "job di?V(dopment." 11l(^S(^ activiticjs essentially involve doing 
all thai is j)ossibI(j to br(?ak down (mipioye(i and (employer attitudes that hinder 
emjiloyment of a disadvantagcul person. 

I'^or (?xampl(?, th(; "skill C(?nter" concept was imph^mented^ and the Con- 
ceu(ra((;cl Kmpioym(?nt I^rogram (CEP) was dc\'eloped from OEO and MDTA 
funds. 

' Another program that evolved was the Public Service Careers program 
(1\SC]. 'I'his is ess(?n(ia!ly OJT in (he public sector and^us fundcjd from MDTA 
appropriations. 

•"•The reccmtly announc(Kl tax credit incentive to thbse private employers 
who hire WIN program !(?rmin(j(>s is also a form of job-creation "program" 
(although it is tack(Ml onto a training program). Under this credit, firms will 
pr(?suniahly expand lh(» total number of job vacancies available for WIN 
t(M*minees. 

^' It would appear, from the language used in S/)eci(jl Ancdyses of the Budget 
of the U.S. Governnionl. that )ob Corps centers are also meant to be included 
as a possible ojition for r(?venuc sharing funds. However, the language is not 
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l)nu:isn on this ])()int, ami v.\\v\\ rnjiorts from tlio fi<'Ul on whnt jiioj^rnni opUnns 
arc l)(Mn<4 incliidrd in r«:\{'nii(? shariiif^ indicate tliat \hv. Job CJoijis is hvin^ 
v.kc.UhUhI. 



NOTES TO SECTION III 

'In \hr. lan^iia^c? (jf Ihc Pliillijis (;ur\'c anal\'sis. wv uw. snyin^ tliat c.vvn 
a siunu'sslul (i'ainin|4 pioj^ram ucvA not nrc.t^ssarily improve tlu^ "tva(l(^ off" 
l)(?l\v«MMi \hi] inl'lntion rnh- and llu; i;n(!nii)loyni(Mit iwiv.. Mliarhis Holt of lh(^ 
[Jrhjin Instilut(? h;is botin tht; most \'i^orniis propoiKMil for usin^ manpower 
prot;rams ns a \no\ f(jr shifting \ho. PhiMijis curve. 

-Jon 11. CJoldst(dn. '/'iic; EffiwAivrui^ss dJ M(ni/)()\\'(?r Trcjin/n.i,' Proiirams: A 
ii(.'vi(?i\' of HiisiHtvch (jji Uupact dii (/h; Poor, stjd'f study jir(?par(?d for \hv. 
SnlicominittcM? on iMscal Policy, Joint I-'con(nnic C'(?mniitte(; (VVashin^lon. D. C: 
ClovernnHMit Printin>4 edifice. 1!)72). 

'"' In brief, the? existing MITPA legislation (li\'i(les the authority for imjib?- 
iiientin^ the inst il nlional program, bolli basic education iind \'0(:;ili()nal-t(M:hnical 
traininj4 bet\v(;(m UOb /ukJ Ill-W, A (l()(ail(?<l c\'<dijali\ (; analysis of just how 
this joint admuiistrali(ui of the ])rogram has evolved over iime and influe.nr.ed 
program ixu-fornumct? is i)r(?s(Mit(?d bcdow. 

' Ivxaniplcjs of r(;n(Mi( stiidicis of this \'an'(dy nre: "I^va bullion of Manpowcir 
I)(;v(doj)ni(Mit and Training Skill Clenters," CMym])us R(^s(Nirch Corj)oration 
(ORC:), 955 I'iast 9fh Strecd, South. Salt Lake? City," Utah, preparc^d for th(^ Office 
of I-:du(:ali(Hi, HKW, iin(l(!r c:on(ract iVo. DKC-G'70-2H07{:\r)r)]: "Kvaluatinn of the 
MUrA-lnstitutiouiil lndi\'idua! R(;f(M'ral I'rograni/' OKC, j)r(;])ar(.'d foi* th(i Man- 
pow(.'r Administration of HOb, Contract No. 8:1-49-71-0;} (Add(uidum); 'V\ Sys- 
tt?ms Analysis of tli(? MD'I'A-Inslilutional Training Prcjgram." North AiiK^rican 
i\ockw(7ll Inforninlion Syst(;ms Company. iii'epar(vl for bnlh DOb and HKW. 
R(!port MKb-7l-l(): "The Total Imi)act of Manpowin* Programs : A Pour City 
Study," (IKC, i)re))i\i(ul for the Office of l^olir.y, KvaK\ation and Uesi^are.h, Man- 
power Administration, HOb. 

•''Th(* appcmdix ccnitains study summary sh(M?bs that report and evaluate! 
Ilu? (piality of the findings in th(\s(? and six oIIkm- studitis, 

Michacd Horns and fMuer Hardin, Kcunouiic Uonofil^ ond f]os/s of Uoivain- 
jng ConiSf.'s in MicliigciM, study contracteul with the; Manpow(?r Admjnislrali(;n, 
Contract No. MDTA 9-0:i (bansing, Mich.: Michigan Stat(! Uni\'ersity, School of 
babor and Industrial Rcdations, 191)9). 

•Ralph 1-:. Smith, "An Analysis of \hi] l-]ffi(;i(!ncy and Equity of Mani70W(?r 
Programs" (Ph.D. diss(U'taU()n. G(?org(!lown l)niv(M'sily, 1970). 

Th(? thr(M? studic^s will h(^ referrtul to as th(; Main r'tudy, \hv. Proscctl 
study, and Ihe l-arber study. The Main study was done by Karl 0, Main, then 
with th(! National Opiniori Kos(Nir(di C(Mit(?r (NORC^), under an evaluation 
contract between NC;)KC] and {hv. Officer of Pol icy > l-lvalualinn and Research of 
the Manpower' Admini.'^lration. Por a compbdfdy (iocuuK^nted vei'sion se() 
"A Nationwide K\aluatirjii of MDTAdnstilutional Tr;iining." Report 118. For a 
summary of findings, svv. "A Nationwide Kvaluation of MDTA-lnstitutional Job 
Training," journul of Ilutiuui /^(.'snurctjs. vol. 'A (Sjiring lOna), j)p. 150-70. 

Th(? Pr(^scott study was donr. by Edward Prescott and T. F. Coob^y of the 
Univ(^rsity of Pennsylvania und(?r a (U)ntract with tbc' Manpower Administration. 
For a copy r(^f(n' to th(? Mani)ovV(M' Administration, Rei7ort No, MFb-73-08, 
(Contract No. H.'}-42-7l-04, "Kvaluating th(! Impact of MOTA Programs on Earn- 
ings Under Varying Labor Market Conditions." 

The Farber study, "An Analysis of Changes in Earnings of Participants in 
Manjjowor Training Programs," was don(; by lOavid Farber of the Office of 
Financit'd and Management Information Systems (OFMIS^ of the Manpower 
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A(3miiiistra!ion. Althouf^h it is cin Lini)ublishotl inlnriKil staff study of OFNTIS. 
it has h(M;n (!\t<msi\'(3ly circulatnd throughout \hc. manpnwtir "(istal)lishmont" 
in Washinglun. ):), C:, A cojiy can al)tain(Ml from the author on nJCjiK-st. 

''A fiisciission brtjakin^ down (his annual naming cff(K:t into wagn-rato 
and i!mploymiMil-rat(J (effects is not availablo. Clearly, such data are highly 
r(di3\"ant to the> f]U(?stjon of liovv far into tho future one should (extrapolate tho 
annua] (jarning differential. This is anoth(^r shortcoming of tho Rorus-I Inrdin 
study — hut it is s(?condfU'y to {ho. major one? highlightcKl in thn text. 

Jon (joldstcun, K//e(.'n\'f;n(;ss of Manpownr Traiuino Proyr(jnis, p, 30. 
Smith's study, although wtiak on emjjirical dala, contains many usceful meth- 
odological conlribulinns that nro nol covered in tht; following comments. 

" S(!(; the appendix for summaries of two studies. "The Influence of MUTA 
'I'raining on Earnings" and "MDTA Oulcomos Study Final Rejiort." 

'-lie ran multifih? regr(?ssion ecpiations of Ihe form: 

Y = a -«-I3,X, -f- 4- U.X.,. 

wher e: 

Y w(;ckly wag(!s of last full-time job since training in one regression, 
and p(>rc(Mit of the months since end of training period employed 
full tim(j in anotlicr; 
Xi = a dummy variable; X. ~ 0 for nonlraint^e, and Xi — 1 for iraineo; 
Xj X„ ~ nii;asures of tiarning cajjacily (hMermining factors oiluu- than par- 
ticipation in ihe program. 
'■■ Krnst Stromsdorfer has pointed out to me that on(? can devise a morhd 
in which programs would have long-run effects on earnings without raising 
obser\'ed wage rr'ites. If \vagti.s ar(? sticky downward at tho low end of the 
occupational spectrum, then chronic employment iuslabilily results because a 
work(M''s n\arginal jn'oducl is chronically bfdow his wage. 'j1ius. in this model 
a training progrnm could raise long-run (!arning c.npacity and not increi^se an 
individual's nnjasurtui wag(J ratt;. It wouUI raise? the worker's marginal pro- 
ductivity to equality with the sticky wage rate and thus reduce (miiiloyment 
instai.ulity. 

The estimat(?s fron\ {ho. SER file are very crude for individuals who earn 
nioro than [ho maximum tnxable amount. However, for the MHTA group this 
is not an important factor since most of thtmi do not earn u]) to the maximum 
during \ho. year. For individuals who rtJiiort hjss than thr; maximum taxable 
amount, \ho. only estimation problem is with regard to earnings in noncovercd 
(Muj)loymiMit. 

'•"At ihi) prcscmt time. Dr. Orhiy Ashonfelter, dirt^ctor of Ihe Office of 
Evaluation, Department of Labor, is carrying out an exhaustive rcaualysis of the 
Farber data. His findings will be available in tho near futum. 

i"'1'h(i research and evaluation anidysts in the DopartuKmt of Labor are 
aware of these? shortcomings of the Furber data and*^e currently studying these 
sources of bias. 

'" Goldstein. K/fecf /veness of Manpoivtjr 7'rfM'niJTg /'ro grams, p, 30. 
^^Thc GI Bill training jirogram is administered in this Tishion, 
''*For some very indirect empirical evidence, set> Dave M. O'Neill. Metjting 
tha iVuvy's Needs for Tec/mi/:n/iy Trained Persoifju)/: Aiferimt/ve Procurement 
Sn-ntfigies, Research Contribution No. 151 (Arlington, Va.: Center for Naval 
Analysis, 1070). This study comj)ares costs of training (.'hjctronic technicians 
'.n private and in Navy ("j)ublic"] vocational-lechnicai schools. Private school 
costs were consid(u*nbly lower. 

For two dependents the supplement comes to SIO per week for every 
week of enrollment in training. 
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"Manj)()U(?r Training Skill Ccntois." M(in/)(j wor lujnrwuiion Survico iU?f- 
(ir(?iu;() File (Wasliii^^ton, D. C; TIk? I3iir(?iiii of National Affairs. Inc:.. lOtiH), 
I'. 21:1105. 

Ibid. 

-•"^ R(?c(:ntly ii liopnful si^n on tin? i)roc:iir(;m(;nt front has (l(^voloj)(?(l. 
Kmpioymcnt st?rvi(;(? administrators iirt? jiushin^ the; "individual r(?f(?rrar' ai)- 
j)roa(:li to obtaining vocational-ttjchnical training s(?rvic(;s for ajinlicants. Undor 
Ihis approach th(? omploymont S{?i'\'i(;t; jiiirchases "slots" nl private, (and public} 
vo(:ational-t(?(;hnical instituttjs, Sin^h; aiijilicants can th(3n \ni rnforrod to a 
skill course? without having to wait for a "cluss siz(?" proj(?ct to accumulato. 
This approach com(?s clost^ to a GI Bill voiichnr-typ(? syst(?m. Il0W(iV(»r, it still 
h?av(}s control of which school and tht? typo of skill to th(} (?mjiloym(?nt sorvico 
administrators. 

-* Sn(? th(? article by Ralph Smith. "A|)i)ortionm(?nt of Funds Under thn 
MDTA of Jonrudl of i/uninii iicsonrc(!S, vol. :i, no. 4 (Fall IDGB). 

"Kvahiation of tht? Efftjcli v(?n(;ss of Institutional Manpowcir TraininiL? in 
Mot'tiny Kmployors N(K?ds in Skills Shortage? Occupations," ConlracI No. 82-4,1- 
71-03. Mani)owc'r Administration, June? 1072. 

Actually tho comj)ani(?s that run tht? c(?ntcrs do not at i)r(?s(?nt have? com- 
ploto discretion in s(?h3Cting occupational ar(?as for training. Th(?y must conf(?r 
with f(?d(M'al Job Cori)s administrators (locat(?d in regional Manpow(?r Admin- 
istration offices) about lists of S(?l(;ct(?d ot^cujiational areas. 

Whether or not th(?y would bt? able to undertake conijibMely n(?w program 
ai)i)roaches e " their own choosing is not c[(?ar from the discussions of manpow(!r 
revenue sharing that I have? setMi. Pr(?sumably this would depend on the tyjie of 
accountability proc(?dur(;s that are imjjosed on tht? syst(?m. 

David Wargo et al.. "ESEA Title 1; A R(?-Analysis and Synthesis of 
Evaluation Data from EY *Gr)-'7U/' American Institute for Research, Contract 
No. OEC-0-71-476b\ 



NOTES TO SECTION IV 

' The other iO percent of the j)rogram is mostly in ccjp.tcirs that are run by 
eith(?r the Agriculture or Int(?rior Departm(?nts imder interagency agr(?i?m(?nts 
with the Job Corps Administration. 

-Full administrative authority over th(j program has now been transf(?ri(?d 
from GEO to th(? D(?partm(jnt of Labor. 

•"' For the nature; of the administration's position, see the t(?stimony of Ceorg(? 
Schidt/ and Arnold Webc^r ('lien secretary of labor and assistant s(?cr(?tary for 
manpower, resj)ectively) in U.S. Senate, Committee on Labor and Public W(?lfaie, 
(j/osing of jo}) Cor/)S (i(;nlers Hearings befortJ the Subcommittee? on Em- 
})loyment, Man])ower, and Povei;y, Dlst Congress, 1st session, on incjuiry into 
the decision closing certain Job C^orj)S faciliti(?s, A\)ri\ 15, 25, and May 2, iniiU. 
pp. 100, 3BG. 

* A careful study of the Los Ang(;l(;s Women's Ccmter by tlu? RANO 
Corporation found that commuters do as wtdl as residents. Howev(?r, the two 
groups were so different in personal characteristics that even th(? use of r(?- 
gression tech nicjues do(?s not disp(?l all doubt about th(? aj)plicability of the 
comparison. See Stcphan /. Carroll, David fl. Grnenborg. and I'atricia O. Katsky, 
Eva/udtjon HtJsu/ts for the Los Ange/es Women's job C()r/)s Ccjnter (Santa 
Monica: RAND Corj)oiation, 1071). Further evidence on this j)oint is still 
desirable. 

*"» "A Study of Reference Grouj) Attitudes Toward Ex-Job Corpsmen," 
Study No. 1829, January 1060, prepared for the Job Corps by Louis Harris & 
Associates. 
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CiliMi Cain, iicnu;fi(/C'>)s( {-istiMKitos for juh CA)r]}s (Madison, Wise; Univt^r- 
sily [)f Wisconsin, IristidUn for Rosearcii on Poverty, 1^107]. 

~ K(!Soiu-[:(:s Maiiaj^nnKinl Corporation, "Kviiluation of the. War on I'ov(?rty, ' 
pn?par(Hl for lii ? CIiMu ral Acconntini; Officii undtM- Contract No, C^A-GSO. 

•'''i'his fiyurc inc;lnci(;s i)oth actual cajiital (^xjjc iditur(?s and curriint account 
outlays. 

•'This assuni(?s that th(? opjjortuniiy {:ost of tin? corpsman's time is /oro 
or nd^ligihlo \vhil(» h(? is at th(? ctnittM This is [:l(?arly not coitij)h?t(?ly valid and 
\vu niak(? alt(M'nativ(? rat (f-()f-r(; turn t;stiniat(!S by a.ssliininj,' a certain uniocint of 
forc^on(? (?arnin^s. 

In soni(! cas(?s c:oniparis[)ns as br[)a[l as those inij)licHl by thi^ intt^rnal rate 
of return approach are rt^ally not ft^asiblc. Thus, for (?\anii)J<). th(.' public may 
put a serious va]u(! {)n having y')un^ men inc;r(!as(? thoir (sarninj^ capacity, per S(i. 
and will n[)t aei;(?pl inv(?slm(Mil yi(;hls in nonhuman cajjilal, that can then be 
*'transf(M'r(Hl," as a ptMfecl substitntt?. 

Usin^ the C]ensus HurtNui definition of "disadvantaged," 
Ltion Schertler, "lss\ie Paper on IJniver.ie of Need," Officer of ^''TOgram 
Planning antl Coordinatnin, (oh C)or)Ks Administration, Washington. D. C. 
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